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TITLE 26 


TAXATION 


(CHAPTERS 1-33 IN VOLUME 26A; CHAPTERS 52-57 IN 
VOLUME 27A; CHAPTERS 58-82 IN VOLUME 27B) 


SUBTITLE 4. COLLECTION AND ENFORCEMENT 


CHAPTER. 


35. COLLECTION AND PAYMENT OF TAXES GENERALLY. 
36. COLLECTION OF DELINQUENT TAXES. 
37. SALE OR FORFEITURE OF REAL PROPERTY. 


SUBTITLE 5. STATE TAXES 


CHAPTER. 
51. INCOME TAXES. 


SUBTITLE 4. COLLECTION AND ENFORCEMENT 


CHAPTER 35 
COLLECTION AND PAYMENT OF TAXES GENERALLY 


SUBCHAPTER. 
5. Tax PayMENnTs. 
6. County COLLECTORS. 
7. Tax COLLECTION. 


SUBCHAPTER 5 — Tax PAyMENTS 


SECTION. 
26-35-501. Time to pay — Installments. 


Effective Dates. Acts 2021, No. 307, § 
5: Mar. 9, 2021. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that local governments have suffered 


a fiscal decline as a result of the coronavi- 


rus 2019 (COVID-19) pandemic; that the 
negative effect the coronavirus 2019 (CO- 
VID-19) pandemic has had on local gov- 
ernments’ revenue has impacted local gov- 
ernments’ ability to provide important 
services to maintain public peace and 
safety; and that this act is immediately 
necessary to allow county collectors to 
collect taxes earlier to assist local govern- 


ments in obtaining the revenue necessary 
to continuing providing important ser- 
vices to maintain public peace and safety. 
Therefore, an emergency is declared to 
exist, and this act being immediately nec- 
essary for the preservation of the public 
peace, health, and safety shall become 
effective on: (1) The date of its approval by 
the Governor; (2) If the bill is neither 
approved nor vetoed by the Governor, the 
expiration of the period of time during 
which the Governor may veto the bill; or 
(3) If the bill is vetoed by the Governor 
and the veto is overridden, the date the 
last house overrides the veto.” 


26-35-501 TAXATION fee 


26-35-501. Time to pay — Installments. 


(a)(1)(A) Except as provided in subdivision (a)(1)(B) of this section, 
all ad valorem taxes levied on real and personal property by the 
several county courts of the state when assembled for the purpose of 
levying taxes, except taxes on the property of utilities and carriers 
and all ad valorem taxes on real property held in escrow, are due and 
payable between the first business day in March and October 15 
inclusive in the year succeeding the year in which the levy is made. 

(B) A county collector may open the tax books for payment of ad 
valorem taxes before the first business day in March if: 

(i) The tax books have been delivered; and 

(ii) The real and personal property taxes have been certified for 

collection. 
(2)(A) Except as provided in § 26-35-601, every taxpayer other than 
a utility or carrier has the option to pay the current taxes on real 
property and personal property of the taxpayer in installments as 
follows: 

(i) The first installment of one-fourth (4) of the amount of the 
taxes 1s payable between the first business day in March or, if the 
county collector opens the tax books early under subdivision (a)(1)(B) 
of this section, the date the county collector opens the tax books, and 
the third Monday in April inclusive; 

(ii) A second installment of one-fourth (4) or a first installment of 
one-half (14) ifno payment was made before the third Monday in April 
is payable between the third Monday in April and the third Monday 
in July inclusive; and 

(iii) The third installment of one-half (2) is payable between the 
third Monday in July and October 15 inclusive. 

(B)G) A county collector may authorize the county’s taxpayers 
other than a utility or carrier to pay current real property taxes and 
personal property taxes in installments in any amount between the 
first business day in March and October 15 inclusive. 

(ii) Except as provided in § 26-35-601, a county collector shall not 
accept payment of delinquent real property taxes from a taxpayer 
unless the delinquent personal property taxes of the taxpayer are 
paid in full. 

(b) All ad valorem taxes levied on the real and personal property of 
utilities and carriers are due and payable as follows: 

(1) One-fourth (14) between the first business day in March and the 
third Monday in April inclusive; 

(2) One-fourth (14) between the third Monday in April and the second 
Monday in June inclusive; and 

(3) One-half (4) between the second Monday in June aia October 15 
inclusive in the year succeeding the year in which the levy is made. 

(c)(1) A county.collector shall assess.a penalty of ten percent (10%) 
against all unpaid tax balances remaining after October 15 for every 
taxpayer other than a utility or carrier or after the prescribed dates 
listed in subsection (b) of this section for utilities and carriers. 
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(2)(A) A taxpayer paying in installments under subdivision (a)(2) of 
this section shall not be assessed a penalty until tbe taxes become due 
and remain unpaid after October 15. 

(B) However, if the last day for the payment of ‘taxes on any 
installment is a Saturday, Sunday, or postal holiday, the last day to 
pay taxes without a penalty is the following business day. 

(3)(A) A property tax balance payment is timely received under this 
subsection if mailed through the United States Postal Service and 
postmarked by October 15. 

(B) If October 15 is a Saturday, Sunday, or postal holiday, a 
property tax balance payment is timely received if mailed and 
postmarked through the United States Postal Service the following 
business day. 


History. Acts 1911, No. 415, § 1; C.& Amendments. The 2021 amendment 


M. Dig., § 10066; Acts 1927, No. 340, § 3; 
1933 (1st Ex. Sess.), No. 16, § 1; 1935, No. 
282, § 3; Pope’s Dig., § 13826; Acts 1975, 
No. 574, § 3; 1977 (1st Ex. Sess.), No. 20, 
§ 1; 1979, No. 1050, § 1; A.S.A. 1947, 
§ 84-913; Acts 1989, No. 697, § 1; 2003, 
No. 295, § 8; 2007, No. 215, § 1; 2011, No. 


added (a)(1)(B) and redesignated former 
(a)(1) as (a)(1)(A); added “Except as pro- 
vided in subdivision (a)(1)(B) of this sec- 
tion” in (a)(1)(A); and inserted “or, if the 
county collector opens the tax books early 
under subdivision (a)(1)(B) of this section, 
the date the county collector opens the tax 


175, § 10; 2011, No. 821, § 3; 2021, No. 


307, §§ 2, 3. books” in (a)(2)(A)(i). 


SUBCHAPTER 6 — Country COLLECTORS 


SECTION. 

26-35-601. Personal property taxes to be 
collected with real estate 
taxes. 


26-35-601. Personal property taxes to be collected with real 
estate taxes. 


(a) Each county collector in this state shall be charged with the 
responsibility of collecting personal property taxes shown to be due by 
the taxpayer as reflected by the records in the county collector’s office at 
the time the taxpayer pays the general taxes due on real estate. 

(b) Any county collector knowingly accepting payment of general real 
estate taxes without requiring the payment of personal property taxes due 
as reflected by the records in the county collector’s office shall be deemed 
guilty of a violation and upon conviction shall be fined in a sum not less than 
twenty-five dollars ($25.00) nor more than one hundred dollars ($100). 

(c)(1) Except as provided in subdivisions (c)(2)-(4) of this section, it is 
the intention of this section to require the collection of personal property 
taxes as reflected by the records in the office of the county collector and to 
prevent a taxpayer from paying and the county collector from receiving 
payment of general real estate taxes without payment of personal prop- 
erty taxes if any personal property taxes are shown to be due. 


26-35-702 TAXATION é 


(2) The provisions of this section shall not prevent any person, firm, 
partnership, or corporation from paying general real estate taxes on 
property securing the payment of indebtedness due the person, firm, 
partnership, or corporation seeking to pay the taxes. 

(3) Notwithstanding the other provisions of this section, a county 
collector shall accept payment of general real estate taxes on a parcel of 
property at the time the ownership of the property is being transferred 
if the taxpayer transferring title to the property has paid all delinquent 
personal property taxes. 

(4) Furthermore, a purchaser in a foreclosure sale shall not be 
responsible for the payment of the personal property taxes required to 
be paid by this section. 


History. Acts 1951, No. 2438, §§ 1-3; Amendments. The 2021 amendment, 
A.S.A. 1947, §§ 84-937 — 84-939; Acts in (b), substituted “knowingly” for “will- 
1999, No. 994, § 1; 2001, No. 1286, § 1; fully” and “violation” for “misdemeanor”. 
2021, No. 483, § 1. 


SUBCHAPTER 7 — Tax COLLECTION 


SECTION. 
26-35-702 — 26-35-704. [Repealed.] 


26-35-702 — 26-35-704. [Repealed.] 


Publisher’s Notes. These sections, 26-35-7038. Acts 1929, No. 40, § 2; 1931, 
concerning location of collection, notice, No. 324, § 3; 1969, No. 234, § 1; A.S.A. 
discontinuance of township visits, and tax 1947, §§ 84-915.1, 84-916. 
books at different sites, were repealed by 26-35-704. Acts 1929, No. 40, § 3; 1931, 
Acts 2021, No. 452, § 1, effective July 28, No. 324, § 4; A:S.A. 1947, § 84-917. 
2021. The sections were derived from: 

26-35-702. Acts 1929, No. 40, § 1; 1931, 

No. 324, § 2; A.S.A. 1947, § 84-915. 


CHAPTER 36 
COLLECTION OF DELINQUENT TAXES 


SUBCHAPTER. 
2. COLLECTION GENERALLY. 
3. SEToFF AGAINST STATE Tax REFUND. 


SUBCHAPTER 2 — COLLECTION GENERALLY 


SECTION, 
26-36-201. Dates taxes due and payable. 
26-36-202. [Repealed:] 


Effective Dates. Acts 2021, No. 307, § General Assembly of the State of Arkan- 
5: Mar. 9, 2021. Emergency clause pro- sas that local governments have suffered 
vided: “It is found and determined by the a fiscal decline as a result of the coronavi- 
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rus 2019 (COVID-19) pandemic; that the 
negative effect the coronavirus 2019 (CO- 
VID-19) pandemic has had on local gov- 
ernments’ revenue has impacted local gov- 
ernments’ ability to provide important 
services to maintain public peace and 
safety; and that this act is immediately 
necessary to allow county collectors to 
collect taxes earlier to assist local govern- 
ments in obtaining the revenue necessary 
to continuing providing important ser- 


26-36-201 


Therefore, an emergency is declared to 
exist, and this act being immediately nec- 
essary for the preservation of the public 
peace, health, and safety shall become 
effective on: (1) The date of its approval by 
the Governor; (2) If the bill is neither 
approved nor vetoed by the Governor, the 
expiration of the period of time during 
which the Governor may veto the bill; or 
(3) If the bill is vetoed by the Governor 
and the veto is overridden, the date the 
last house overrides the veto.” 


vices to maintain public peace and safety. 


26-36-201. Dates taxes due and payable. 


(a)(1)(A) Except as provided in subdivision (a)(1)(B) of this section, 

all taxes levied on real estate and personal property for the county 

courts of this state, when assembled for the purpose of levying taxes, 
are due and payable at the county collector's office between the first 
business day of March and October 15 inclusive. 

(B) Acounty collector may open the tax books for apron a of taxes 
before the first business day in March if: 

(1) The tax books have been delivered; and 

(ii) The real and personal property taxes have been certified for 
collection. 

(2) All taxes unpaid after October 15 are delinquent. 

(b)(1) The county collector shall extend a penalty of ten percent (10%) 
against all delinquent taxpayers that have not paid their taxes within 
the time limit specified. 

(2) The county collector shall collect the penalty provided in subdi- 
vision (b)(1) of this section. 

(c) The county collector shall extend an additional penalty of ten 
percent (10%) upon all delinquent taxpayers if the taxpayers’ delin- 
quent personal property taxes are not satisfied or paid in full by October 
15 following the purchase of a business or the assets, goods, chattels, 
inventory, or equipment of a business not in the ordinary course of 
business. 

(d) A penalty shall not be assessed against a taxpayer who is .a 
member of the United States Armed Forces, reserve component of the 
armed forces, or the National Guard during the taxpayer’s deployment 
plus one (1) tax year after the deployment ends. 

(e) When October 15 falls on a Saturday, Sunday, or a holiday 
observed by the United States Postal Service, the taxes shall become 
due and payable the following business day that is not a holiday 
observed by the United States Postal Service. 


History. Acts 1935, No. 282, § 1; Pope’s 
Dig., § 13843; Acts 1975, No. 574, § 5; 
A.S.A. 1947, § 84-1001; Acts 1993, No. 


984, § 1; 2005, No. 185, § 1; 2011, No. 
821, § 4; 2021, No. 307, § 4. 
Amendments. The 2021 amendment 


26-36-202 


added (a)(1)(B) and redesignated former 
(a)(1) as (a)(1)(A); and added “Except as 


26-36-202. [Repealed.] 


Publisher’s Notes. This section, con- 
cerning payment of delinquent taxes, was 
repealed by Acts 2021, No. 1065, § 1, 
effective July 28, 2021. The section was 
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provided in subdivision (a)(1)(B) of this 
section” in (a)(1)(A). 


derived from Acts 1883, No. 114, § 127, p. 
199; C. & M. Dig., § 10083; Acts 1925, No. 
156, § 1; Pope’s Dig., § 13844; A.S.A. 
1947, § 84-1002. 


SUBCHAPTER 3 — SetTorF AGAINST STATE Tax REFUND 


SECTION. 

26-36-303. Definitions. 

26-36-315. Joint refunds. [Effective Janu- 
ary 1, 2023.] 


Effective Dates. Acts 2021, No. 281, § 
3: Mar. 8, 2021. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that the Arkansas Public Employees’ 
Retirement System holds system funds in 
trust for the benefit of all members; that 
the Board of Trustees of the Arkansas 
Public Employees’ Retirement System has 
a fiduciary duty to manage funds held in 
trust by the system, including the recoup- 
ment of debts to the system; that the law 
does not allow the system to waive debts 
or overpayments; that the system expends 
time and effort in the recoupment of debts 
and overpayment; that unrecovered debts 
or overpayments are ultimately borne by 
members of the system; that the system 
currently has recorded debts or overpay- 
ments that are in immediate need of col- 
lection; that time is of the essence in 
collecting debts or overpayments; that 
this act is of great importance to members 
of the system and to other citizens of this 
state in general; and that this act is im- 
mediately necessary in order to. protect 
and maintain an orderly system of ac- 
counting for the members of the system. 
Therefore, an emergency is declared to 
exist, and this act being immediately nec- 


essary for the preservation of the public . 


peace, health, and safety shall become 
effective on: (1) The date of its approval by 
the Governor; (2) If the bill is neither 
approved nor vetoed by the Governor, the 
expiration of the period of time during 


SECTION. 
26-36-316. Disposition of proceeds col- 
lected. 


which the Governor may veto the bill; or 
(3) If the bill is vetoed by the Governor 
and the veto is overridden, the date the 
last house overrides the veto.” 

Acts 2021, No. 593, § 41: Jan. 1, 2023. 
Effective date clause provided: “Sections 
1-40 of this act are effective on and after 
January 1, 2023.” 

Acts 2021, No. 593, § 42, provided: 
“Legislative intent — Contingent effec- 
tiveness. 

“(a) The General Assembly intends for 
this act to be effective only if the Arkansas 
Code is amended to expressly authorize, 
implement, and enable the hearing and 
determination of tax appeals by the Tax 
Appeals Commission under the Arkansas 
Tax Procedure Act, § 26-18-101 et seq., 
the Independent Tax Appeals Commission 
Act, § 26-18-1101 et seq., and any other 
relevant laws. 

“(b)(1) This act shall not become effec- 
tive unless HB1468 of 2021 [Acts 2021, 
No. 586] is enacted during the Ninety- 
Third Regular Session of the General As- 
sembly. 

“(2) If HB1468 of 2021 [Acts 2021, No. 
586] is not enacted during the Ninety- 
Third Regular Session of the General As- 
sembly, this act expires retroactively upon 
the sine die adjournment of the Ninety- 
Third Regular Session of the General As- 
sembly.” House Bill 1468 was enacted dur- 
ing the Ninety-Third Regular Session and 
became Acts 2021, No. 586, on April 6, 
2021. . - 
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26-36-303. Definitions. 


As used in this subchapter: 
(1)(A) “Claimant agency” means: 

(i) State-supported colleges, universities, and technical institutes; 

(ii) The Department of Human Services; 

(iii) The Student Loan Guarantee Foundation of Arkansas; 

(iv) The Auditor of State; 

(v) The Division of Higher Education; 

(vi) The Office of Child Support Enforcement; 

(vii) Arkansas circuit, county, or district courts; 

(viii) Housing authorities created under § 14-169-101 et seq.; 

(ix) The Employee Benefits Division; 

(x) The Office of Personnel Management; 

(xi) County collectors and county treasurers; 

(xii) The Department of Health; 

(xiil) The Internal Revenue Service; 

(xiv) The Arkansas Real Estate Commission; 

(xv) The Arkansas Public Defender Commission created under 
§ 16-87-202; 

(xvi) The Arkansas Department of Transportation; 

(xvii) The State Securities Department; 

(xvii) The Office of Driver Services; 

(xix) Arkansas Tobacco Control and the Arkansas Tobacco Control 
Board; 

(xx) Arkansas Public Employees’ Retirement System; 

(xxi) The State Insurance Department; and 

(xxii) The Self-Insured Fidelity Bond Program created under § 21- 
2-701 et seq. 

(B) An entity shall not be added as a claimant agency under 
subdivision (1)(A) of this section, unless the entity has an annual 
outstanding debt of two hundred thousand dollars ($200,000); 

(2) “Debt” means: 

(A) Any liquidated sum due and owing any claimant agency, which 
has accrued through contract, subrogation, tort, operation of law, 
legal proceeding, or any other legal theory, regardless of whether 
there is an outstanding judgment for that sum; 

(B) Accrued. obligations due to an assignment of child support 
rights made to the state as a condition of eligibility for welfare 
assistance and those which have accrued from contract with the 
claimant agency by an individual who is not the recipient of welfare 
assistance; 

(C) Money owed to a claimant: agency as a result of a debtor’s 
cashing both the original and the duplicate state warrants; 

(D) All of the following that are not under appeal: 

(i) Traffic fines; 

(ii) Any court- imposed fine or cost, including fines related to the 
prosecution of hot checks under the Arkansas Hot Check Law, 
§ 5-37-301 et seq.; 


26-36-315 TAXATION 8 

(iii) Fees for reinstatement of a driver’s license payable to the 

Office of Driver Services under §§ 5-65-119, 27-16-508, and 27-16-808; 
and 

(iv) Restitution ordered by a circuit, county, or district court 
related to the violation of any state law; 

(E) Money owed to a claimant agency for all costs as a result of the 
debtor’s use of state medical and pharmacy benefits for which he or 
she is not entitled; 

(F) Money owed to a claimant agency for all costs resulting from an 
overpayment of wages or salaries, including a lump-sum payment; 

(G) Money owed to a claimant agency for all delinquent taxes, all 
costs resulting from delinquent taxes, and any penalties assessed 
against a delinquent taxpayer under § 26-36-201; and 

(H) Any overpayment of a monthly benefit or lump sum from the 
Arkansas Public Employees’ Retirement System. 

(3) “Debtor” means any individual owing money to or having a 
delinquent account with any claimant agency, which obligation has not 
been adjudicated, satisfied by court order, set aside by court order, or 
discharged in bankruptcy; 

(4) “Refund” means the Arkansas income tax refund that the Rev- 
enue Division of the Department of Finance and Administration deter- 
mines to be due any individual taxpayer less any amounts determined 
by the Revenue Division of the Department of Finance and Adminis- 
tration to be due to the Revenue Division of the Department of Finance 
and Administration for payment of any state tax as defined in the 
Arkansas Tax Procedure Act, § 26-18-101 et seq.; and 

(5) “Setoff’ means the withholding of part or all of income tax 
refunds due individuals who owe debts to the State of Arkansas, to a 
county, a city, or a town, or to a housing authority created under 
§ 14-169-101 et seq. 


History. Acts 1983, No. 372, § 2; 1983 
(1st Ex. Sess.), No. 82, § 1; 1985, No. 987, 
§§ 1, 6; A.S.A. 1947, § 84-4902; Acts 
1989, No. 698, § 1; 1993, No. 345, § 1; 
1995, No. 1184, § 36; 1995, No. 1262, 
§ 12; 1997, No. 1280, § 1; 2003, No. 826, 
§ 1; 2003, No. 1023, §§ 2, 3; 2003, No. 
1800, §§ 2, 3; 2005, No. 277, § 1; 2007, 
No. 5538, § 1; 2011, No. 724, § 1; 2011, No. 
815, § 1; 2011, No. 983, § 4; 2013, No. 
158, § 1; 2013, No. 282, § 14; 2013, No. 
961, § 2[4]; 2015, No. 531, § 1; 2017, No. 
707, § 294; 2017, No. 824, § 17; 2019, No. 
110, § 9; 2019, No. 803, §§ 2, 3; 2019, No. 
910, §§ 2394-2397; 2019, No. 1071, § 3; 


2021, No. 281, §§ 1, 2; 2021, No. 373, 
§§ 1, 2; 2021, No. 483, §§ 2-4. 

Amendments. The 2021 amendment 
by No. 281 added (1)(A)(xx); and added 
(2)(H). 

The 2021 amendment by No. 373 added 
(1)(A)(¢xxi)-(xxii); and substituted “subdi- 
vision (1)(A) of this section” for “this sub- 
division (1) after July 16, 2003” in (1)(B). 

The 2021 amendment by No. 483 de- 
leted “city” preceding “courts” in 
(1)(A)(vii); deleted “after July 16, 2003” 
preceding “unless” in (1)(B); and deleted 
“city” preceding “court” in (2)(D)(iv). 


26-36-315. Joint refunds. [Effective January 1, 2023.] 


(a) When a taxpayer who is a debtor as defined in this subchapter 
has filed a joint return for which he or she is due a refund or has filed 
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a separate return on the same form resulting in a joint refund, the 
entire amount of the refund shall be subject to setoff. 

(b)(1) The Secretary of the Department of Finance and Administra- 
tion shall notify each taxpayer due a joint refund of the amount and the 
date of a proposed setoff for a debt certified by a claimant agency to the 
Revenue Division of the Department of Finance and Administration. 

(2) The notice under subdivision (b)(1) of this section shall be in 
writing and sent to the address listed on the taxpayer’s most recently 
filed income tax return. 

(c)(1)(A).. A taxpayer who claims that he or she is not a debtor of a 

claimant agency may seek administrative relief by filing a written 

protest or petition under oath within thirty (30) days after the notice 
under subdivision (b)(1) of this section is received. 

(B) The written protest or petition shall be signed by the nondebtor 
taxpayer or the nondebtor taxpayer’s authorized agent and include 
documentation: 

(i) Certified by the claimant agency verifying that the nondebtor 
taxpayer is not a debtor of the claimant agency; and 

(ii) Supporting the proportionate share of the nondebtor taxpayer’s 
payment of tax and the resulting amount of the joint refund that the 
nondebtor taxpayer claims is not subject to setoff. 

(C) Administrative relief is not available to a nondebtor taxpayer 
who fails to: 

(i) Timely submit a protest or a petition regarding a proposed 
setoff after the notice under subdivision (b)(1) of this section is 
received; or 

(ii) Provide the documentation required under subdivision 
(c)(1)(B) of this section. 

(2) The nondebtor taxpayer may request the secretary or the Tax 
Appeals Commission to consider his or her request for relief upon 
written documents furnished by the nondebtor taxpayer or upon the 
written documents and the evidence produced by the nondebtor tax- 
payer at a hearing conducted under the Arkansas Tax Procedure Act, 
§ 26-18-101 et seq., or the Independent Tax Appeals Commission Act, 
§ 26-18-1101 et seq. 

(3)(A) The secretary or the commission, as applicable, shall: 

(i) Set the time and place of the hearing; and 

(ii) Provide written notice of the hearing at least thirty (30) days 
before the scheduled hearing. 

(B) At the hearing scheduled under subdivision (c)(3)(A) of this 
section, the nondebtor taxpayer may: 

(i) Be represented by an authorized representative; and 

(ii) Present evidence in support of his or her position. 

(d) After the hearing scheduled under subdivision (c)(3)(A) of this 
section, the hearing officer or the commission, as applicable, shall 
render a decision in writing and shall serve copies on the nondebtor 
taxpayer, the secretary, and the claimant agency by first class mail. 
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(e) The hearings on written protests. and decisions made: by the 
hearing officer or the commission are not subject to the Arkansas 
Administrative Procedure Act, § 25-15-201 et: seq: 

(f)(1) After the issuance and service of a decision of thé hearing 
officer or the commission to sustain the setoff of the joint refund, a 
nondebtor taxpayer may seek judicial relief from the decision by filing 
suit within thirty.(30) days after the date of the final decision of the 
hearing officer or the commission: 

(2) Jurisdiction for a suit to contest a decision of the weaning fide 
or the commission under this section shall be in the Pulaski County 
Circuit Court or the circuit court of the county where the nondebtor 


taxpayer resides, and the matter shall be tried de novo. 
(g) This section is the sole means by which a nondebtor:'taxpayer may 
challenge a proposed setoff for the benefit of a claimant agency. 


History. Acts 1983, No. 372, § 17; 
A.S.A. 1947, § 84-4917; Acts 2009, No. 
713, § 1; 2019, No. 910, §§ 3693-3695; 
2021, No. 5938, § 23. 

A.C.R.C. Notes. Under Acts 2021, No. 
593, § 42, the effectiveness of Acts 2021, 
No. 593, was contingent on the enactment 
of House Bill 1468 during the Ninety- 
Third Regular Session. House Bill 1468 
was enacted during the Ninety-Third 
Regular’ Session and became Acts 2021, 
No. 586, on April 6, 2021. 

Publisher’s Notes. For text of section 
effective until January 1, 2023, see the 
bound volume. 

Amendments. The 2021 amendment 
inserted “or petition” in ‘(c)(1)(A); in 
(c)(1)(B), inserted “or petition”, substi- 
tuted. “include documentation” for “in- 
clude.the nondebtor taxpayer’s reasons for 
opposing the proposed setoff’, and added 
(c)(1)(B)G) and (i); added (c)(1)(C); in 
(c)(2), inserted “or the Tax Appeals Com- 
mission” and “or the Independent Tax 
Appeals Commission Act, §, 26-18-1101 et 


seq.”; rewrote (c)(3); deleted former (d) . 


through (f)(2) and redesignated the re- 
maining subsections accordingly; in (d), 
inserted “scheduled under subdivision 
(c)(3)(A) of this section”, “or the commis- 
sion, as applicable”, “the secretary”, and 
“by first class mail”; inserted “or the com- 
mission” throughout (e) and (f); substi- 
tuted “decisions” for “determinations” in 
(e); in) (f)(1), deleted “on the taxpayer” 


following “service” and substituted “final 
decision” for “final determination”; substi- 
tuted “decision” for “determination” in 
(f)(2); and made stylistic changes. 
Effective Dates. Acts 2021, No. 593, 
§ 41: Jan. 1, 2023. Effective date clause 
provided: “Sections 1-40 of this act are 
effective on and after January 1, 2023.” 


Acts 2021, No. 593, § 42, provided: 
“Legislative intent — Contingent effec- 
tiveness. . 


“(a) The General Assembly intends for 
this act to be effective only if the Arkansas 
Code is amended to expressly authorize, 
implement, and enable the hearing and 
determination of tax appeals by the Tax 
Appeals Commission under the Arkansas 
Tax Procedure Act, § 26-18-101 et seq, 
the Independent Tax Appeals Commission 
Act, § 26-18-1101 et seq., and any other 
relevant laws. 

“(b)(1) This act shall not become effec- 
tive unless HB1468 of 2021 [Acts 2021, 
No. 586] is enacted during the Ninety- 
Third Regular Session of the General As- 
sembly. 

“(2) “Tf HB1468 of 2021 [Acts 2021, No. 
586] is not enacted during the Ninety- 
Third Regular Session of the General As- 
sembly, this act’expires retroactively upon 
the sine die. adjournment of the Ninety- 
Third Regular Session of the General As- 
sembly.” House Bill 1468 was enacted dur- 
ing the Ninety-Third Regular Session and 
became Acts 2021, No. 586, on April 6, 
2021. 
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26-36-316 


26-36-316. Disposition of proceeds collected: 


(a) Upon effecting final setoff, the Revenue Division of the Depart- 
ment of Finance and Administration, shall periodically write checks to 
the respective claimant agencies for the net proceeds collected on their 


behalf. 


(b)(1) For purposes of this subchapter, five percent (5%) of the 
proceeds collected by the division through setoff shall represent the 
division’s cost of effecting setoff, and these costs shall be charged to the 
respective claimant agency as a. collection assistance fee. 

(2) The collection assistance fees paid to the division shall be 
deposited into the State Treasury for credit to the Constitutional 
Officers Fund and the State Central Services Fund. 


History. Acts 1983, No. 372, § 13; 
1985, No. 987, § 5; A.S.A. 1947, § 84- 
4913; Acts 1991, No. 1154, § 1; 2003, No. 
1023, § 2[4]; 20038, No. 1800, § 4; 2021, 
No. 1065, § 2. 


Amendments. The 2021 amendment 
redesignated (b)(1)(A) as (b)(1) and de- 
leted “except as provided under subdivi- 
sion (b)(1)(B) of this section” following 
“subchapter”; and deleted (b)(1)(B). 


CHAPTER 37 
SALE OR FORFEITURE OF REAL PROPERTY 


SUBCHAPTER. 
2. SALE oF Tax-DELINQUENT LANDS. 


3. REDEMPTION OF REALTY TO BE SOLD FoR TAXEs. 


SUBCHAPTER 2 — SALE OF ee ee LANDS 


SECTION. 
26-37-201. Publication of notice — Fee — 
Definition. 


26-37-202. Procedure to sell. 


Effective Dates. Acts 2021, No. 447, 
§ 3: Mar. 24, 2021. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that certain provisions of the Arkan- 
sas Code authorizing the Commissioner of 
State Lands to conduct in-person auctions 
of tax-delinquent properties are in need of 
revision and updating to allow for online 
auctions of tax-delinquent properties; that 
due to coronavirus 2019 (COVID-19) and 
to the inability to hold online auctions, no 
tax-delinquent properties have been sold 
for the calendar years 2020 or 2021; that 
holding tax-delinquent property auctions 
are of great importance to counties and 
school districts in Arkansas; and that the 


SECTION. 
26-37-203. Conveyance to purchaser — 
Contest. 


immediate creation and implementation 
of an online tax-delinquent property auc- 
tion process is necessary to maintain an 
orderly system of returning tax-delin- 
quent properties to the tax rolls of this 
state. Therefore, an emergency is declared 
to exist, and this act being immediately 
necessary for the preservation of the pub- 
lic peace, health, and safety shall become 
effective on: (1) The date of its approval by 
the Governor; (2) If the bill is neither 
approved nor vetoed by the Governor, the 
expiration of the period of time during 
which the Governor may veto the bill; or 
(3) If the bill is vetoed by the Governor 
and the veto is overridden, the date the 
last house overrides the veto.” 
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26-37-201. Publication of notice — Fee — Definition. 


(a)(1) The Commissioner of State Lands shall publish a notice of sale 
of land upon which the ad valorem property taxes have not been paid in 
a newspaper having general circulation in the county where the land is 
located. 

(2)(A) The publication fee for the notice shall be adopted by rule of 

the Commissioner of State Lands. 

(B)G) However, the fee under this section shall not exceed the costs 
expended by the Commissioner of State Lands in producing, filing, or 
performing the deed. 

(ii) As used in subdivision (a)(2)(B)(i) of this section, “costs” means 
the actual costs expended by the Commissioner of State Lands plus 
three percent (3%) of the actual costs expended by the Commissioner 
of State Lands. 

(b) The notice shall: 

(1) Contain the assessed value of the land; 

(2) Contain the amount of taxes, interest, penalties, and other costs 
due on the land; 

(3)(A) Contain the name of the owner, the legal description, and 

parcel number of the land. 

(B) Apart or abbreviated legal description shall be sufficient in the 
notice if the name of the owner and parcel number are listed; 

(4) Contain a list of all interested parties; and 

(5) Indicate that the land will be sold to the highest successful bidder 
if the bid is equal to at least the amount of delinquent taxes, penalties, 
interest, and the costs of the sale. 

(c) The successful bidder shall pay all taxes, interest, penalties, and 
other costs. 

(d)(1) Failure of the notice to contain the information required in 
subsection (b) of this section does not invalidate an auction sale of the 
land unless an owner or interested party did not receive notice in 
substantial compliance with § 26-37-301. 

(2) Only an owner or interested party that fails to receive notice in 
substantial compliance with § 26-37-301 may challenge the validity of 
the publication notice. 

(e) As used in this subchapter, “owner” and “interested party” mean 
the same as defined in § 26-37-301. 


History. Acts 1983, No. 626,§ 3;A.S.A. 2013, No. 1231, §§ 1, 2; 2019, No. 678, 
1947, § 84-1128; Acts 1987, No. 814,§ 5; § 3; 2021, No. 584, § 2. 
1995, No. 714, § 2; 2005, No. 1231, § 3; Amendments. The 2021. amendment 
2007, No. 706, § 1; 2011, No. 862, § 1; made no changes to this section. 


26-37-202. Procedure to sell. 


(a)(1) Bidders for parcels at a tax-delinquent property auction may 
bid at the sale or may submit their bids to the office of the Commis- 
sioner of State Lands by mail or online. 
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(2) Bids shall be delivered at the appropriate place or by the 
appropriate method before the deadline established in the notice of the 
tax-delinquent property auction. 

(3) The Commissioner of State Lands shall conduct a tax-delinquent 
property auction under this subsection in person under subdivisions 
(c)(1) and (2) of this section. 

(4)(A) An individual or entity whose home of record is outside the 

United States is prohibited from purchasing tax-delinquent property 

certified to the Commissioner of State Lands. 

(B) Effective July 1, 2021, in the event it is determined that a 
tax-delinquent parcel previously certified to the Commissioner of 
State Lands has been purchased by an individual or entity whose 
home of record is outside the United States: 

(i) The deed shall be cancelled by the Commissioner of State Lands 
within three (3) business days of the determination; 

(ii) Any and all moneys originally paid to the Commissioner of 
State Lands for the parcel are immediately forfeited to the Commis- 
sioner of State Lands; and 

(iii) The parcel is immediately considered certified to the Commis- 
sioner of State Lands as tax-delinquent. 

(b)(1)(A) If at the scheduled tax-delinquent property auction a per- 

son or entity does not bid at least the amount of delinquent taxes, 

penalties, interest, and the costs of the sale, the Commissioner of 

State Lands may sell tax-delinquent land at an unsold-property 

auction. 

(B) The Commissioner of State Lands may conduct an unsold- 
property auction under subdivision (b)(1)(A) of this section online. 
(2)(A) If tax-delinquent land is offered at an unsold-property auction 
within the first two (2) years following the tax-delinquent property 
auction under subsection (a) of this section, the tax-delinquent land 
shall be offered for at least the amount of the delinquent taxes, 
penalties, interest, and the costs of the sale. 

(B)G) If tax-delinquent land is offered two (2) years or more 
following the tax-delinquent property auction under subsection (a) of 
this section, the sale of the tax-delinquent land may be negotiated at 
a price the Commissioner of State Lands determines to be in the best 
interest of the state and the local taxing units. 

(ii) The Commissioner of State Lands may conduct a negotiated- 
price sale under subdivision (b)(2)(B)(i) of this section online. 

(3) The Commissioner of State Lands shall submit quarterly reports 
to the Legislative Council or, if the General Assembly is in session, the 
Joint Budget Committee, listing all tax-delinquent land sold at an 
unsold-property auction or a negotiated-price sale under this section. 

(c)(1) Except as provided in subdivision (c)(2) of this section, when 
the Commissioner of State Lands conducts an in-person tax-delinquent 
property auction, the in-person tax-delinquent property auction shall 
take place in the county where the land is located. 

(2) If the Commissioner of State Lands determines that sufficient 
parcels of land located in one (1) county do not exist to justify an 
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in-person sale in one (1). county, the Commissioner of State Lands may 
hold an in-person tax-delinquent property auction in one (1) location 
and sell land located in more than one (1) county if the counties are 
adjoining counties. 

(3) Unsold-property auctions and negotiated-price auctions are €x- 
empt from subdivisions (c)(1) and (2) of this section. 

(d) The auctions under this section shall be conducted on the bes 
specified in the notices required by this subchapter. | 

(e)(1) After a sale of the land by the Commissioner of State Lands, 
regardless of whether the sale occurred at a tax-delinquent property 
auction, an unsold-property auction, or a negotiated-price sale, the 
Commissioner of State Lands shall notify the owner and _all interested 
parties of the right to redeem the land within ten (10) days, excluding 
Saturdays, Sundays, and legal holidays, after the date of the sale by 
paying all taxes, penalties, interest, and costs due, including the. cost of 
the notice. 

(2) The notice under subdivision (e)(1) of this section shall be er by 
regular mail to the last known hone of the owner and all interested 
parties. 

(3) If the land is not periponietl a limited warranty deed shall be 
issued by the Commissioner of State Lands to the purchaser. 

(f) As used in this section, “owner” and “interested party” have the 
same meaning as in § 26-37-3301. 

(g) The Commissioner of State Lands shall promulgate rules to carry 
out the provisions of this section. 


History. Acts 1983, No. 626, § 3;A.S.A. Amendments. The 2021 amendment 
1947, § 84-1128; Acts 1987, No. 814, § 5; rewrote the section. 
2007, No. 706, § 2; 2013, No. 1231, § 3; 
2017, No. 1053, §§ 152; ane}, No. 447, 
oak 


26-37-203. Conveyance to purchaser — Contest. 


(a) If the tax-delinquent land is sold, the Commissioner of State 
Lands shall convey the tax- delingiient land by issuing a limited 
warranty deed to the land. 

(b)(1) Except as provided in subdivision (b)(2) of this section, an 
action to contest the validity of a conveyance under this section or a 
negotiated-price sale under § 26-37-202 is barred if not commenced 
within ninety (90) days after the date of the conveyance. | 

(2) A cause of action by a person suffering a mental incapacity, a 
minor, or a person serving in the United States Armed Forces during 
time of war during the ninety-day period under subdivision (b)(1) of this 
section, is barred.if, not. commenced within two (2) years after the 
disability is removed, the minor reaches majority, or the person is 
released from active duty with the United States Armed Forces during 
time of war. rey : 
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(c) A deed issued after January 1, 1987; by. the Commissioner of 
State Lands is not void or voidable on the ground that the county did 
not strictly comply with the laws governing tax-delinquent land. 

(d) This section does not prevent a taxpayer from contesting the 
validity of a deed issued by the Commissioner of State Lands on the 
ground that taxes have actually been paid. 


History. Acts 1983, No. 626,§ 4;A.S.A. 20138, No. 1135, § 5; 2013, No. 1231, § 4; 
1947, § 84-1129; Acts 1987, No. 814, § 5; 2015, No. 1226, § 1; 2021, No. 447, § 2. 
1989, No. 938, § 1; 1993, No. 791, § 4; Amendments. The 2021 amendment 
2003, No. 1215, § 1; 2005, No. 1231, § 4; substituted “negotiated-price sale” for 
2007, No. 1036, § 3; 2011, No. 862, § 2; “negotiated sale” in (b)(1). 


SUBCHAPTER 3 — REDEMPTION OF REALTY TO BE Soup For TAXES 


SECTION. 
26-37-301. Notice to owner — Definitions. 
26-37-303. Redemption deed. 


26-37-301. Notice to owner — Definitions. 


(a)(1) After receiving tax-delinquent land, the Commissioner of State 
Lands shall notify the owner, at the owner’s last known address as 
certified by the county, by certified mail, of the owner’s right to redeem 
by paying all taxes, penalties, interest, and costs, including the cost of 
the notice. 

(2) All interested parties, as identified by the Commissioner of State 
Lands, shall be sent notice of the sale from the Commissioner of State 
Lands by certified mail. 

(3) If the notice by certified mail is returned unclaimed or refused, 
the Commissioner of State Lands shall mail the notice to the owner or 
interested party by regular mail. 

(4) If the notice by certified mail is returned undelivered for any 
other reason, the Commissioner of State Lands shall send a second 
notice to the owner or interested party at any additional address 
reasonably identifiable through the examination of the real property 
records properly filed and recorded in the office of the county recorder 
where the tax-delinquent land is located as follows: 

(A) The address shown on the deed to the owner; 

(B) The address shown on the deed, mortgage, assignment, or 
other filed and recorded document to the interested party; or 

(C) Any other corrected or forwarding address on file with the 
county collector or county assessor. 

(b) The notice to the owner or interested party shall also: 

(1) Contain a partial or abbreviated legal description and the parcel 
number; 

(2) State that the tax-delinquent land will be sold if not redeemed 
prior to the date of sale; and 

(3)(A) Provide the sale date. 

(B) The sale date shall be no earlier than one (1) year after the 
tax-delinquent land is certified to the Commissioner of State Lands. 
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(c) As used in this subchapter: 

(1)(A) “Owner” and “interested party” mean any person, firm, corpo- 

ration, or partnership holding title to or an interest in the tax- 

delinquent land by virtue of a bona fide recorded instrument at the 
time of certification to the Commissioner of State Lands. 

(B) “Owner” includes: 

(i) Every owner of the property if the property is owned by joint 
tenants; and 

(ii) Either the husband or the wife if the property is owned by 
tenants by the entirety; and 
(2) “Redeemer” means: 

(A) The owner of the property who redeems the property by paying 
all taxes, penalties, interest, and costs; or | 

(B) Any other person, firm, corporation, or partnership without an 
existing ownership interest in the property who redeems the property 
by paying all taxes, penalties, interest, and costs. 

(d) The Commissioner of State Lands shall not be required to notify 
by certified mail or by any other means a person, firm, corporation, or 
partnership whose title to or interest in the tax-delinquent land is: 

(1) Obtained after certification to the Commissioner of State Lands; 
or 

(2) Expired or barred or was released or otherwise terminated before 
the date of sale regardless of whether a bona fide recorded instrument 
reflects the termination of the title or interest. 

(e)(1) If the Commissioner of State Lands fails to receive proof that 
the notice sent by certified mail under this section was received by the 
owner of a homestead that is tax-delinquent land, then the Commis- 
sioner of State Lands or his or her designee shall provide actual notice 
to the owner of a homestead by personal service of process at least sixty 
(60) days before the date of sale. 

(2) As used in this subsection: 

(A) “Homestead” means a parcel of tax-delinquent land certified to 
the Commissioner of State Lands that is identified by the county 
assessor as a homestead eligible for a homestead credit under 

_ § 26-26-1118; and 

(B) “Owner of a homestead” means: 

(i) Every owner if the homestead is owned by joint tenants; and 

(ii) Either the husband or the wife if the homestead is owned by 
tenants by the entirety. 

(3) The owner of a homestead that is tax-delinquent land shall pay 
for the additional cost of the notice by personal service of process under 
this subsection. 

(f) The validity of a notice under this section may be challenged only 
by an owner or interested party of tax-delinquent land that did not 
receive notice in substantial compliance with this section. 


History. Acts 1983, No. 626, § 1;A.S.A. 19938, No. 791, § 5; 1995, No. 714, § 3; 
1947, § 84-1126; Acts 1987, No. 814, § 5; 2003, No. 1376, § 2; 2005, No. 1231, § 6; 
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2007, No. 706, § 4; 2007, No. 827, § 213; 
2007, No. 1036, § 5; 2009, No. 655, § 5; 
2011, No. 863, § 1; 2015, No. 1225, § 1; 
2017, No. 1053, § 6; 2019, No. 762, § 1; 
2021, No. 584, § 3. 


26-37-303 


Amendments. The 2021 amendment 
redesignated former provisions of (c) as 
(c)(1)(A); substituted “subchapter” for 
“section” in the introductory language of 
(c); and added (c)(1)(B) and (c)(2). 


CASE NOTES 


ANALYSIS 


~ Compliance. 
Right to Redeem. 


Compliance. 

Commissioner of State Lands had com- 
plied with the notice requirements of sub- 
division (a)(4)(C) of this section where the 
certified mailing copies, the undeliverable 
stamps on those mailings, and the Com- 
missioner’s in-office stamps on the regular 
mail envelopes indicated that the notices 
were sent and resent, and the notifica- 
tions were sent to a provided address and 
to addresses identified by alternative 
search methods. Dickey v. Lillard, 2020 
Ark. App. 447, 607 S.W.3d 531 (2020). 


Right to Redeem. 
Supreme Court decided the merits of a 
property owner’s appeal because the 
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owner had standing to bring its action 
challenging a city’s decision to condemn 
its property, despite the city’s argument 
that the property owner did not hold title 
to the property at the time of the condem- 
nation proceedings due to its failure to 
pay taxes for the years 2010-2013; not 
only was the owner named and recognized 
as the property owner by the city in its 
condemnation proceeding and resolution, 
the owner also retained the right to re- 
deem the property during the relevant 
time period by paying the delinquent 
taxes, which it ultimately. did. Convent 
Corp. v. City of North Little Rock, 2021 
Ark. 7, 615 S.W.3d 706 (2021). 


(a) If the owner or redeemer redeems the tax-delinquent land, the 
Commissioner of State Lands shall issue a redemption deed in the 
name of the owner or redeemer and record it in the county wherein the 


land is located. 
(b) A redemption deed shall: 


(1) Serve as proof that payment under § 26-37-302 has been received 
by the Commissioner of State Lands; and 
(2) Not convey or change the legal ownership to the property re- 


deemed. 


(c) The fee for the redemption deed and the fee for recording the deed 
shall be borne by the owner or redeemer. 


History. Acts 1983, No. 626, § 1;A.S.A. 
1947, § 84-1126; Acts 1987, No. 814, § 5; 
2019, No. 762, § 3; 2021, No. 584, § 4. 

Amendments. The 2021 amendment 


inserted “or redeemer” in (a) and (c); and 
inserted “in the name of the owner or 
redeemer” in (a). 
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SUBTITLE 5. STATE TAXES 


CHAPTER 51 
INCOME TAXES 


SUBCHAPTER. 

. GENERAL PROVISIONS. 

. IMPOSITION OF Tax. 

. EXEMPTIONS AND REDUCED Tax Ratss. 

. Computation OF Tax LIABILITY. 

Tax CrepITs GENERALLY. 

Tax Returns. 

ARKANSAS INcoME Tax WITHHOLDING AcT or 1965. 

. Water Resource CONSERVATION AND DEVELOPMENT INCENTIVES ACT. 

. ARKANSAS Private WETLAND AND RIPARIAN ZONE CREATION, RESTORATION, AND CONSERVATION 
Tax Crepits Act. 

22. ArKansas Historic REHABILITATION INCOME Tax CrepiT ACT. 

25. Income Tax ReruND CHECK-OFF AND CONTRIBUTION PROGRAMS. 

27. ARKANSAS Woop ENERGY Propucts AND Forrest MAINTENANCE INCOME Tax CREDIT. 

28. Rattroap MopernizaTIon Act or 2021, 


NOowonIPwWN-E 


tt 


SUBCHAPTER 1 — GENERAL PROVISIONS 


SECTION. 
26-51-102. Definitions. 


Effective Dates. Acts 2021, No. 148, 
§ 4: effective for tax years beginning on or 
after January 1, 2021. 


26-51-102. Definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Corporation” includes joint-stock companies or associations and 
insurance companies; 

(2) “Domestic”, when applied to any corporation or association, includ- 
ing a partnership, means created or organized in the State of Arkansas; 

(3) “Fiduciary” means a guardian, trustee, executor, administrator, 
receiver, conservator, or any person, whether individual or corporate, 
acting in any fiduciary capacity for any person, trust, or estate; 

(4) “Fiscal year” means an accounting period of twelve (12) months 
ending on the last day of any month other than December; : 

(5) “Foreign”, when applied to any corporation or association, including 
a partnership, means created or organized outside of the State of Arkansas; 

(6) “Foreign country” means any jurisdiction other than one em- 
braced within the United States; 

(7) “Income year” means “taxable year” as defined i in this section; 

(8) “Individual” means a natural person; 
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(9) “Nonresident”, when used in connection with the Income Tax Act 
of 1929, § 26-51-101 et seq., shall apply to any natural person whose 
domicile is without the State of Arkansas and who maintains a place of 
abode without this state and spends in the aggregate more than six (6) 
months of the taxable year without this state; 

(10) “Paid”, for the purposes of the deductions under the Income Tax 
Act of 1929, § 26-51-101 et seq., means “paid or accrued” or “paid or 
incurred”, and the words “paid or accrued” or “paid or incurred” shall be 
construed according to the methods of accounting upon the basis of 
which the net income is computed under the Income Tax Act of 1929, § 
26-51-101 et seq.; 

(11) “Person” includes individuals, fiduciaries, partnerships, limited 
liability companies, and corporations; 

(12) “Received”, for the purpose of computation of the net income 

under the Income Tax Act of 1929, § 26-51-101 et seq., means “received 
or accrued”, and the words “received or accrued” shall be construed 
according to the method of accounting upon the basis of which the net 
income is computed under the Income Tax Act of 1929, § 26-51-101 et 
seq.; 
(13) “Resident” means natural persons and includes, for the purpose 
of determining liability for the tax imposed. by the Income Tax Act of 
1929, § 26-51-101 et seq., upon or with reference to the income of any 
taxable year, any person domiciled in the State of Arkansas and any 
other person who maintains a permanent place of abode within this 
state and spends in the aggregate more than six (6) months of the 
taxable year within this state; 

(14) “Tax practitioner” means a person, partnership, limited liability 
company, or corporation that compiles a tax return for hire; 

(15) “Tax year” means “taxable year” as defined in this section; 

(16)(A) “Taxable year” means the calendar year, or the fiscal year 

ending during such calendar year, upon the basis of which taxable 

income is computed. | 
(B) “Taxable year”, in the case of a return made for a fractional 
part of a year, means the period for which such return is made; 

(17) “Taxpayer” includes any individual, fiduciary, or corporation 
subject to the tax imposed by the Income Tax Act of 1929, § 26-51-101 
et seq.; 

(18) “United States,” when used in a geographical sense, includes the 
states, the District of Columbia, and the possessions of the United 
States; and | 

(19) “Year” means “taxable year”. 


History. Acts 1929, No. 118, Art. 1, § 2; Amendments. The 2021 amendment 
Pope’s Dig., § 14025; A.S.A. 1947, § 84- added the definition for “Tax practitioner”. 
2002; Acts 1993, No. 785, §§ 2-5; 1995, Effective Dates. Acts 2021, No. 143, 
No. 1160, § 17; 2019, No. 910, § 3700; § 4:.effective for tax years beginning on or 
2021, No. 143, § 1. after January 1, 2021. 


26-51-202 


TAXATION 20 


SuspcHaAPTer 2 — Imposition oF Tax 


SECTION. 
26-51-202. Nonresidents — Definitions. 
26-51-207. [Repealed.] 


Effective Dates. Acts 2021, No. 1019, 
§ 5(a): “Sections 2 and 3 of this act are 
effective for tax years beginning on or 
after January 1, 2021.” 

Acts 2021, No. 1019, § 6: Apr. 29, 2021. 
Emergency clause provided: “It is found 
and determined by the General Assembly 
of the State of Arkansas that employers 
and employees face unintended income 
taxation. Therefore, an emergency is de- 


ately necessary for the preservation of the 
public peace, health, and safety shall be- 
come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 
during which the Governor may veto the 
bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto.” 


clared to exist, and this act being immedi- 


26-51-202. Nonresidents — Definitions. 


(a) Atax is imposed and shall be assessed, levied, collected, and paid 
annually at the rates specified in § 26-51-201 upon and with respect to 
the entire net income as defined in this chapter, except as provided in 
this section, from all property owned and from every business, trade, or 
occupation carried on in this state by individuals, corporations, part- 
nerships, trusts, or estates not residents of the State of Arkansas. 

(b)(1) Each nonresident as defined in § 26-51-102 shall file income 
tax returns with the State of Arkansas and pay the tax without 
distinction, or incident to the laws of the nonresident’s resident state. 

(2) It is the specific intention of the General Assembly that the tax 
shall be collected from property owned and from the conduct of every 
business, trade, or occupation, whether or not the individuals, corpora- 
tions, partnerships, trusts, or estates are qualified to do business in the 
State of Arkansas and whether or not such business, trade, or occupa- 
tion shall be conducted in interstate commerce. 

(c)(1) However, the payment of the tax shall be based upon net 
income properly allocated as net income arising from the ownership of 
property and the conduct of a business, trade, or occupation in the State 
of Arkansas. | 

(2) A nonresident individual who is paid a salary, lump sum pay- 
ment, or any other form of payment that encompasses work performed 
both inside and outside of Arkansas shall pay Arkansas income tax only 
on the portion of the individual’s income that reasonably can be 
allocated to work performed in Arkansas. 

(3) A nonresident individual performs work in Arkansas when that 
individual is physically located in Arkansas when performing the work. 

(d) Additionally, no income tax shall be due the State of Arkansas 
from a nonresident beneficiary on income received from a trust or estate 
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being administered by a resident trustee or personal representative 
except on income derived by the trust or estate from: 

(1) Lands situated in this state, including gains from any sale of the 
lands situated in this state; 

(2) Any interest in land situated in this state, including, without 
limitation, chattels real, including gains from any sale of an interest in 
land situated in this state; | 

(3) Tangible personal property located in Arkansas, including gains 
from any sale of the tangible personal property located in Arkansas; and 

(4) Unincorporated businesses domiciled in Arkansas. 

(e)(1) No income tax shall be due the State of Arkansas from a 
nonresident partner with respect to that partner’s distributive share of 
dividends, interest, or gains and losses from qualifying investment 
securities owned by an investment partnership, whether or not the 
partnership has a usual place of business located in this state. 

(2) As used in this subsection: 

(A) “Investment partnership” means a partnership that meets 
both of the following requirements: 

(i) No less than ninety percent (90%) of the value of the partner- 
ship’s total assets consists of qualifying investment securities and 
office space and equipment reasonably necessary to carry on its 
activities as an investment partnership; and 

(ii) No less than ninety percent (90%) of its gross income consists 
of interest, dividends, and gains from the sale or exchange of 
qualifying investment securities; and 

(B)G) “Qualifying investment securities” includes all of the follow- 
ing: 

(a) Common stock, including preferred or debt securities convert- 
ible into common stock, and preferred stock; 

(6) Bonds, debentures, and other debt securities; 

(c) Deposits and any other obligations of banks and other financial 
institutions; 

(d) Stock and bond index securities, futures contracts, options on 
securities, and other similar financial securities and instruments; 
and 

(e) Other similar or related financial or investment contracts, 
instruments, or securities. 

(ii) “Qualifying investment securities” shall not include an interest 

in a partnership unless that partnership is itself an investment 
partnership. 
(3)(A) The provisions of subdivision (e)(1) of this section shall not 
apply to income derived from investment activity that is interrelated 
with any trade or business activity of the nonresident or an entity in 
which the nonresident owns an interest in this state, whose primary 
activities are separate and distinct from the acts of acquiring, 
managing, or disposing of qualified investment securities, or if those 
securities were acquired with working capital of a trade or business 
activity conducted in this state in which the nonresident owns an 
interest. 
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(B) Likewise; the provisions of subdivision (e)(1) of this section 
shall not apply to corporate partners of an investment partnership 
except as provided by rules adopted by the Secretary of the Depart- 
ment of Finance and Administration. 


History. Acts 1929, No. 118, Art. 2, § 3; 
Pope’s Dig., § 14026; Acts 1947, No. 135, 
§ 1; 1967, No. 46, § 2;A.S.A. 1947, § 84- 
2003; Acts 1999, No. 1283, § 1; 2019, No. 
315, § 2961; 2019, No. 910, § 3707; 2021, 
No. 1019, § 2. 

A.C.R.C. Notes. Acts 2021, No. 1019, 
§ 1, provided: “Legislative intent. It is the 
intent of the General Assembly to clarify 
that nonresident income. is_ allocated 


26-51-207. [Repealed.] 


Publisher’s Notes. This section, con- 
cerning an income tax surcharge and ap- 
plicable only to tax years beginning in 
calendar years 2003 and 2004, was re- 


based on where the employee is located 
when performing the work associated 
with the income.” 

Amendments. The 2021 amendment 
added (c)(2) and (8). 

Effective Dates. Acts 2021, No. 1019, 
§ 5(a): “Sections 2 and 8 of this act are 
effective for tax years beginning on or 
after January 1, 2021.” 


pealed by Acts 2021, No. 483, § 5, effec- 
tive July 28, 2021. The section was de- 
rived from Acts 2003 (1st Ex. Sess.), No. 
38, § 3; 2005, No. 63, § 1. 


SUBCHAPTER 3 — EXEMPTIONS AND RepucED T'ax RATES 


SECTION. 

26-51-301. Individuals exempt from taxa- 
tion or qualifying for low- 
income tax credit — Defi- 
nitions. 


26-51-301. Individuals exempt from taxation or qualifying for 
low-income tax credit — Definitions. 


(a) As used in this section: 


(1) “Head of household” means the same as defined in 26 U.S.C. 
§ 2(b), as in effect on January 1, 2011; and 
(2) “Surviving spouse” means the same as defined in 26 USS. C. 
§ 2(a), as in effect on January 1, 2011. 
(b)(1) Beginning with tax year 2010, the following taxpayers are 
exempt from state individual income tax: 
(A) Asingle individual whose gross income is less than ten thousand 
six hundred eighty-two dollars ($10,682) for any income year; 
(B) Amarried couple filing jointly with one (1) or fewer dependents 
whose gross income is less than eighteen thousand twelve dollars 


($18,012) for any income year; 


(C) Amarried couple filing jointly with two (2) or more dependents 
whose gross income is less than twenty-one thousand six hundred 
seventy-seven dollars ($21,677) for any income year; and 

(D) A head of household or surviving spouse with one (1) or more 
dependents whose gross income is less than fifteen thousand one 
hundred eighty-five dollars ($15,185) for any income year. 


(2) Beginning with tax year 2011: 
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(A) A head of household or surviving spouse with one (1) or fewer 
dependents whose gross income is less than the 2010 base rate of 
fifteen thousand. one hundred eighty-five dollars ($15,185) plus the 
yearly cost-of-living adjustment provided by subsection (e) of this 
section for any income year is exempt from state individual income 
tax; and 

(B) A head of household or surviving spouse with two (2) or more 
dependents whose gross income is less than the 2010 base rate of 
eighteen thousand one hundred one dollars ($18,101) plus the yearly 
cost-of-living adjustment provided by subsection (e) of this section for 
any income year is exempt from state individual income tax. 

(c)(1) Beginning with tax year 2010, the following taxpayers are 
eligible for a low-income tax credit: 

(A) A single individual whose gross income for the taxable year is 
ten thousand six hundred eighty-two dollars ($10,682) or more but 
less than fourteen thousand dollars ($14,000); 

(B) Amarried couple filing jointly with one (1) or fewer dependents 
whose gross income for the taxable year is eighteen thousand twelve 
dollars ($18,012) or more but less than twenty-two thousand four 
hundred dollars ($22,400); 

(C) Amarried couple filing jointly with two (2) or more dependents 
whose gross income for the taxable year is twenty-one thousand six 
hundred seventy-seven dollars ($21,677) or more but less than 
twenty-seven thousand eight hundred dollars ($27,800); and 

(D) A head of household or a surviving spouse with one (1) or more 
dependents whose gross income for the.taxable year is fifteen 
thousand one hundred eighty-five dollars ($15,185) or more but less 
than nineteen thousand six hundred dollars ($19,600). i 
(2) Beginning with tax year 2011: 

(A) Ahead of household or a surviving spouse with one (1) or fewer 
dependents whose gross income for the taxable year is more than the 
2010 base rate of fifteen thousand one hundred eighty-five dollars 
($15,185) plus the cost-of-living adjustment provided by subsection 
(e) of this section but less than the 2010 base rate of nineteen 
thousand six hundred dollars ($19,600) plus the cost-of-living adjust- 
ment provided by subsection (e) of this section is eligible for a 
low-income tax credit; and 

(B) Ahead of household or a surviving spouse with two (2) or more 
dependents whose gross income for the taxable year is more than the 
2010 base rate of eighteen thousand one hundred one dollars 
($18,101) plus the cost-of-living adjustment provided by subsection 
(e) of this section but less than the 2010 base rate of twenty-two 
thousand two hundred dollars ($22,200) plus the cost-of-living ad- 
justment provided by subsection (e) of this section is eligible for a 
low-income tax credit. 

(d)(1) For income tax year 2010, the low-income tax credit in subdi- 
vision (c)(1) of this section shall be determined in accordance with the 
tables below, based upon the taxpayer’s filing status: 
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Single Taxpayer 

From Less Than Credit 
$10,682 $10,700 $133 
$10,701 $10,800 $129 
$10,801 $10,900 $125 
$10,901 $11,000 $121 
$11,001 $11,100 $117 
$11,101 $11,200 $113 
$11,201 $11,300 $109 
$11,301 $11,400 $105 
$11,401 $11,500 $101 
$11,501 $11,600 $97 
$11,601 $11,700 $93 
$11,701 $11,800 $89 
$11,801 $11,900 $85 
$11,901 $12,000 $81 
$12,001 $12,100 $77 
$12,101 $12,200 $73 
$12,201 $12,300 $69 
$12,301 $12,400 $65 
$12,401 $12,500 $61 
$12,501 $12,600 $57 
$12,601 $12,700 $53 
$12,701 $12,800 $49 
$12,801 $12,900 $45 
$12,901 $13,000 $41 
$13,001 $13,100 $37 
$13,101 $13,200 $33 
$13,201 $13,300 $29 
$13,301 $13,400 $25 
$13,401 $13,500 $21 
$13,501 $13,600 $17 
$13,601 $13,700 $13 
$13,701 $13,800 $9 
$13,801 $13,900 $5 
$13,901 $14,000 $1 
Married Filing Jointly With One (1) or Fewer Dependents 
From Less Than Credit 
$18,012 $18,100 $302 
$18,101 $18,200 $295 
$18,201 $18,300 $288 
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$18,301 
$18,401 
$18,501 
$18,601 
$18,701 
$18,801 
$18,901 
$19,001 
$19,101 
$19,201 
$19,301 
$19,401 
$19,501 
$19,601 
$19,701 
$19,801 
$19,901 
$20,001 
$20,101 
$20,201 
$20,301 
$20,401 
$20,501 
$20,601 
$20,701 
$20,801 
$20,901 
$21,001 
$21,101 
$21,201 
$21,301 
$21,401 
$21,501 
$21,601 
$21,701 
$21,801 
$21,901 
$22,001 
$22,101 
$22,201 
$22,301 


Married Filing Jointly With Two (2) or More Dependents 
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$18,400 
$18,500 
$18,600 
$18,700 
$18,800 
$18,900 
$19,000 
$19,100 
$19,200 
$19,300 
$19,400 
$19,500 
$19,600 
$19,700 
$19,800 
$19,900 
$20,000 
$20,100 
$20,200 
$20,300 
$20,400 
$20,500 
$20,600 
$20,700 
$20,800 
$20,900 
$21,000 
$21,100 
$21,200 
$21,300 
$21,400 
$21,500 
$21,600 
$21,700 


$21,800 © 


$21,900 
$22,000 
$22,100 
$22,200 
$22,300 
$22,400 


$281 
$274 
$267 
$260 
$253 
$246 
$239 
$232 
$225 
$218 
$211 
$204 
$197 
$190 
$183 
$176 
$169 
$162 
$155 
$148 
$141 
$134 
$127 
$120 
$113 
$106 
$99 
$92 
$85 
$78 
$71 
$64 
$57 
$50 
$43 
$36 
$29 
$22 
$15 
$8 
$1 
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From 

$21,677 
$21,701 
$21,801 
$21,901 
$22,001 
$22,101 
$22,201 
$22,301 
$22,401 
$22,501 
$22,601 
$22,701 
$22,801 
$22,901 
$23,001 
$23,101 
$23,201 
$23,301 
$23,401 
$23,501 
$23,601 
$23,701 
$23,801 
$23,901 
$24,001 
$24,101 
$24,201 
$24,301 
$24,401 
$24,501 
$24,601 
$24,701 
$24,801 
$24,901 
$25,001 
$25,101 
$25,201 
$25,301 
$25,401 
$25,501 
$25,601 
$25,701 


TAXATION 


Less Than 


$21,700 
$21,800 
$21,900 
$22,000 
$22,100 
$22,200 
$22,300 
$22,400 
$22,500 


- $22,600 


$22,700 
$22,800 
$22,900 
$23,000 
$23,100 
$23,200 
$23,300 
$23,400 
$23,500 
$23,600 
$23,700 
$23,800 
$23,900 
$24,000 
$24,100 
$24,200 
$24,300 
$24,400 
$24,500 
$24,600 
$24,700 
$24,800 


' $24,900 


$25,000 
$25,100 
$25 200 
$25 300 
$25 400 
$95,500 
$25 600 
$25,700 
$25, 800 


Credit 
$432 
$425 
$418 
$411 
$404 
$397 
$390 
$383 
$376 
$369 
$362 
$355 
$348 
$341 
$334 
$327 
$320 
$313 
$306 
$299 
$292 
$285 
$278 
$271 
$264 
$257 
$250 
$243 
$236 
$229 
$222 
$215 
$208 
$201 
$194 
$187 
$180 
$173 
$166 
$159 
$152 
$145. 
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$25,801 
$25,901 
$26,001 
$26,101 
$26,201 
$26,301 
$26,401 
$26,501 
$26,601 
$26,701 
$26,801 
$26,901 
$27,001 
$27,101 
$27,201 
$27,301 
$27,401 
$27,501 
$27,601 
$27,701 
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$25,900 
$26,000 
$26,100 
$26,200 
$26,300 
$26,400 
$26,500 
$26,600 


$26,700 ° 


$26,800 
$26,900 
$27,000 
$27,100 
$27,200 
$27,300 
$27,400 
$27,500 
$27,600 
$27,700 
$27,800 


$138 
$131 
$124 
$117 
$110 
$103 
$96 
$89 
$82 
$75 
$68 
$61 
$54 
$47 
$40 
$33 
$26 
$19 
$12 
$5 
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Head of Household or Surviving Spouse With One (1) or More Depen- 
dents for Tax Year 2010 and with One (1) or Fewer Dependents Be- 
ginning with Tax Year 2011 | 


From 

$15,185 
$15,201 
$15,301 
$15,401 
$15,501 
$15,601 
$15,701 
$15,801 
$15,901 
$16,001 
$16,101 
$16,201 
$16,301 
$16,401 
$16,501 
$16,601 
$16,701 
$16,801 
$16,901 


Less Than 


$15,200 
$15,300 
$15,400 
$15,500 
$15,600 
$15,700 
$15,800 
$15,900 
$16,000 
$16,100 
$16,200 
$16,300 
$16,400 
$16,500 
$16,600 
$16,700 
$16,800 
$16,900 
$17,000 


Credit 
$270 
$264 
$258 
$252 
$246 
$240 
$234 
$228 
$222 
$216 
$210 
$204 
$198 
$192 
$186 
$180 
$174 
$168 
$162 
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$17,001 
$17,101 
$17,201 
$17,301 
$17,401 
$17,501 
$17,601 
$17,701 
$17,801 
$17,901 
$18,001 
$18,101 
$18,201 
$18,301 
$18,401 
$18,501 
$18,601 
$18,701 
$18,801 
$18,901 
$19,001 
$19,101 
$19,201 
$19,301 
$19,401 
$19,501 
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$17,100 
$17,200 
$17,300 
$17,400 
$17,500 
$17,600 
$17,700 
$17,800 
$17,900 
$18,000 
$18,100 
$18,200 
$18,300 
$18,400 
$18,500 
$18,600 
$18,700 
$18,800 
$18,900 
$19,000 
$19,100 
$19,200 
$19,300 
$19,400 
$19,500 
$19,600 
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$156 
$150 
$144 
$138 
$132 
$126 
$120 
$114 
$108 
$102 
$96 
$90 
$84 
$78 
$72 
$66 
$60 
$54 
$48 
$42 
$36 
$30 
$24 
$18 
$12 
$6 


(2) For income tax year 2011, the low-income tax credit in subdivi- 
sion (c)(2)(B) of this. section shall be determined using the 2010 
base-year table below and adding the yearly cost-of-living adjustment 


provided in subsection (e) of this section: 


Head of Household or Surviving Spouse With Two (2) or More Depen- 


dents 

From 

$18,101 
$18,201 
$18,301 
$18,401 
$18,501 
$18,601 
$18,701 
$18,801 
$18,901 
$19,001 


Less Than 


$18,200 
$18,300 
$18,400 
$18,500 
$18,600 
$18,700 
$18,800 
$18,900 
$19,000 
$19,100 


Credit 
$365 
$356 
$347 
$338 
$329 
$320 
$311 
$302 
$293 
$284 
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$19,101 $19,200 $275 
$19,201 $19,300 $266 
$19,301 $19,400 $257 
$19,401 $19,500 $248 
$19,501 $19,600 $239 
$19,601 $19,700 $230 
$19,701 $19,800 $221 
$19,801 $19,900 $212 
$19,901 $20,000 $203 
$20,001 $20,100 $194 
$20,101 $20,200 $185 
$20,201 $20,300 $176 
$20,301 $20,400 $167 
$20,401 $20,500 $158 

$20,501 $20,600 $149 
$20,601 $20,700 $140 
$20,701 $20,800 $131 
$20,801 $20,900 $122 
$20,901 $21,000 $113 
$21,001 $21,100 $104 
$21,101 $21,200 $95 
$21,201 $21,300 $86 
$21,301 $21,400 $77 
$21,401 $21,500 $68 
$21,501 $21,600 $59 
$21,601 $21,700 $50 
$21,701 $21,800 $41 
$21,801 $21,900 $32 
$21,901 $22,000 $23 
$22,001 $22,100 $14 
$22,101 $22,200 $5 


(e)(1) For tax years beginning on or after January 1, 2010, for 
purposes of determining the exemptions from income tax in subsection 
(b) of this section and determining eligibility for the low-income tax 
credit in this section, the gross income amounts in subsections (b) and 
(c) of this section shall be adjusted annually by the cost-of-living 
adjustment for the current calendar year, rounded to the nearest whole 
dollar. 

(2) For purposes of this subsection, the cost-of-living adjustment for 
any calendar year is the percentage, if any, not to exceed three percent 
(3%) by which the Consumer Price Index for the current calendar year 
exceeds the Consumer Price Index for the preceding calendar year. 

(3) The Consumer Price Index for any calendar year is the average of 
the Consumer Price Index as of the close of the twelve-month period 
ending on August 31 of that calendar year. 
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(4) As used in this subsection, “Consumer Price Index” means the 
last Consumer Price Index for All Urban Consumers published by the 
United States Department of Labor. : 

(f) For tax years beginning on or after January 1, 2010, following the 
cost-of-living adjustment for the Consumer Price Index as provided in 
subsection (e) of this section, the low-income tax credit in this section 
and the gross income limitations outlined in the tables in subsection (d) 
of this section shall be adjusted annually using the following method: 

(1) For a single individual, the amount of the low-income tax credit 
allowable shall be eighty percent (80%) of the income tax due upon the 
amount of gross income in subdivision (c)(1)(A) of this section, indexed 
as provided in subsection (e) of this section, and reduced, but not below 
zero dollars ($0.00), by four dollars ($4.00) for each one hundred dollars 
($100), or fraction thereof, that the taxpayer’s gross income exceeds the 
indexed amount; 

(2) For a married couple filing jointly with one (1) or fewer depen- 
dents, the amount of the low-income tax credit allowable shall be eighty 
percent (80%) of the.income tax due upon the amount of gross income in 
subdivision (c)(1)(B) of this section, indexed as provided in subsection 
(e) of this section, and reduced, but not below zero dollars ($0.00), by 
seven dollars ($7.00) for each one hundred dollars ($100), or fraction 
thereof, that the taxpayer’s gross income exceeds the indexed amount; 

(3) For a married couple filing jointly with two (2) or more depen- 
dents, the amount of the low-income tax credit allowable shall be eighty 
percent (80%) of the income tax due upon the amount of gross income in 
subdivision (c)(1)(C) of this section, indexed as provided in subsection 
(e) of this section, and reduced, but not below zero dollars ($0.00); by 
seven dollars ($7.00) for each one hundred dollars ($100), or fraction 
thereof, that the taxpayer’s gross income.exceeds the indexed amount; 

(4) For a head of household or surviving spouse with one (1) or more 
dependents, the amount of the low-income tax credit allowable shall be 
eighty percent (80%) of the income tax due upon the amount of gross 
income in subdivision (c)(1)(D) of this section, indexed as provided in 
subsection (e) of this section, reduced, but not below zero dollars ($0.00), 
by six dollars ($6.00) for each one hundred dollars ($100), or fraction 
thereof, that the taxpayer’s gross income exceeds the indexed amount; 
or 

(5) Beginning with tax year 2011: 

(A). For a head of household or surviving spouse with one (1) or 
fewer dependents, the amount of the low-income tax credit allowable 
shall be eighty percent (80%) of the income tax due upon the amount 
of gross income in subdivision (c)(2)(A) of this section, indexed as 
provided in subsection (e) of this section, reduced, but not below zero 
dollars ($0.00), by six dollars ($6.00) for each one hundred dollars 
($100), or fraction thereof, that the taxpayer’s gross income exceeds 
the indexed amount; or 

(B) For a head of household or surviving spouse with two (2) or 
more dependents, the amount of the low-income tax credit-allowable 
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shall be eighty percent (80%) of the income tax due upon the amount 
of gross income in subdivision (c)(2)(B) of this section, indexed as 
provided in subsection (e) of this section, reduced, but not below zero 
dollars ($0.00), by nine dollars ($9.00) for each one hundred dollars 
($100), or fraction thereof, that the taxpayer’s gross income exceeds 


the indexed amount. 


(g) For the purpose of determining eligibility for the low-income tax 
credit in this section, income from all sources shall be used in deter- 
mining the gross income of the taxpayer regardless of whether the 


income is taxable in Arkansas. 


(h) A taxpayer is not eligible for the low-income tax credit in this 
section if the taxpayer claims an exemption in § 26-51-306 or § 26-51- 
307, or if the taxpayer itemizes deductions. 


History. Acts 1973, No. 4, §§ 1, 3; 
A.S.A. 1947, §§ 84-2090, 84-2092; Acts 
1991, No. 95, § 2; 1993, No. 785, § 6; 
1995, No. 1160, § 15; 1997, No. 328, § 2; 
2005, No. 675, § 1; 2005, No. 2187, § 1; 
2007, No. 195, § 1; 2011, No. 736, § 1; 
2021, No. 483, § 6. 

Amendments. The 2021 amendment 


substituted ““‘Surviving spouse’ means the 
same” for “‘Qualifying widow or widower’ 
means the ‘surviving spouse’” in (a)(2); 


and substituted “surviving spouse” for 


“qualifying widow or widower” in (b)(1)(D) 
and made similar changes throughout the 
rest of the section. 


SUBCHAPTER 4 — COMPUTATION OF Tax LIABILITY 


SECTION. 

26-51-403. Income generally. 

26-51-404. Gross income generally. [Ef- 
fective until January 1, 
2022.] 

26-51-404. Gross income generally. [Ef- 
fective January 1, 2022.] 


Effective Dates. Acts 2021, No. 154, § 
3: Mar. 1, 2021. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that the coronavirus 2019 (COVID-19) 


pandemic caused high levels of unemploy- 


ment and an economic crisis in the state; 
that the state and federal government 
expanded unemployment compensation 
efforts to support workers who were nega- 
tively affected by the business closures 
resulting from the pandemic in an effort to 
prevent further economic collapse; that 
unemployment compensation benefits are 
currently subject to income tax under 
state law; that unless an income tax ex- 
emption is provided for unemployment 
compensation benefits during the pan- 
demic, Arkansans will face further finan- 
cial distress, which will hinder the state’s 


SECTION. 

26-51-459. Teacher’s classroom  invest- 
ment deduction — Defini- 
tions. 


efforts in effecting an economic recovery; 
and that this act is immediately necessary 
because Arkansans are facing imminent 
financial peril and exempting unemploy- 
ment compensation benefits from income 
tax during the pandemic will assist the 
state and its residents with their economic 
recovery, which is necessary to the public 
peace, health, and safety. Therefore, an 
emergency is declared to exist, and this 
act being immediately necessary for the 
preservation of the public peace, health, 
and safety shall become effective on: (1) 
The date of its approval by the Governor; 
(2) If the bill is neither approved nor 
vetoed by the Governor, the expiration of 
the period of time during which the Gov- 
ernor may veto the bill; or (3) If the bill is 
vetoed by the Governor and the veto is 
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overridden, the date the last house over- 
rides the veto.” 

Acts 2021, No. 248, § 3: “Section 2 of 
this act is effective for tax years beginning 
on or after January 1, 2019.” | 

Acts 2021, No. 248, § 4: Mar. 2, 2021. 
Emergency clause provided: “It is found 
and determined by the General Assembly 
of the State of Arkansas that the corona- 
virus 2019 (COVID-19) pandemic caused 
an economic crisis in the state; that the 
intent of the Paycheck Protection Pro- 
gram and other coronavirus 2019 (CO- 
VID-19) federal relief programs was to 
allow businesses to receive a tax break 
during the coronavirus 2019 (COVID-19) 
pandemic and the resulting economic 
downturn, which would enable more busi- 
nesses to continue to operate and provide 
employment thereby preventing further 
economic collapse; that the enactment of 
the Consolidated Appropriations Act, 
2021, Pub. L. No. 116-260, on December 
27, 2020, clarified the federal income tax 
treatment of Paycheck Protection Pro- 
gram loan forgiveness and other coronavi- 
rus 2019 (COVID-19) relief payments; 
that Arkansas should conform its income 
tax laws to the federal tax treatment of 
these loans, payments, and expenses to 
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enable Arkansas taxpayers to receive the 
full benefit of the tax laws.so that they can 
continue to provide jobs for Arkansans 
and avoid higher rates of unemployment 
and financial distress; and that this act is 
immediately necessary because the 2020 
tax return season is underway and imme- 
diate conformity to the federal tax laws 
will assist the state with its economic 
recovery and will enable businesses to 
continue providing jobs that are necessary 
to the public peace, health, and safety. 
Therefore, an emergency is declared to 
exist, and this act being immediately nec- 
essary for the preservation of the public 
peace, health, and safety shall become 
effective on: (1) The date of its approval by 
the Governor; (2) If the bill is neither 
approved nor vetoed by the Governor, the 
expiration of the period of time during 
which the Governor may veto the bill; or 
(3) If the bill is vetoed by the Governor 
and the veto is overridden, the date the 
last house overrides the veto.” 

Acts 2021, No. 362, § 3: “Sections 1 and 
2 of this act are effective for tax years 
beginning on or after January 1, 2022.” 

Acts 2021, No. 971, § 2: “effective for 
tax years beginning on or after January 1, 
2021.” 


(a) The term “net income” means the adjusted gross income of a 
taxpayer less the deductions allowed by the Income Tax Act of 1929, 


§ 26-51-101 et seq. 


(b) “Adjusted gross income” means, in the case of an individual, gross 
income minus the following deductions: 

(1) Trade and business deductions otherwise allowable as deductions 
under this chapter that are attributable to a trade or business carried 
on by the taxpayer if the trade or business does not consist of the 
performance of services by the taxpayer as an employee; 

(2) Trade and business deductions of employees otherwise allowable 


as deductions under this chapter; 


(3) Deductions that consist of expenses paid or incurred by the 
taxpayer in connection with the performance by him or her of services 
as an employee under a reimbursement or other expense allowance 
arrangement with his or her employer; 

(4) Losses from the sale or exchange of property; 

(5) Deductions attributable to property held for the production of 


rents and royalties; 
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(6)(A) Certain deductions of life tenants and income beneficiaries of 

property. 

(B) In the case of a life tenant of property, an income beneficiary of 
property held in trust, or an heir, legatee, or devisee of an estate, the 
deduction for depreciation allowed by 26 U.S.C. § 167, as provided in 
§ 26-51-428, and the deduction allowed by 26 U.S.C. § 611, as 
provided in § 26-51-429; 

(7) Deductions for certain portions of lump-sum distributions from 
pension plans taxed under 26 U.S.C. § 402(e), as set forth in § 26-51- 
414;.: 

(8) Deductions for moving expenses, as set forth in §- 26-51-423(a)(4); 

(9) Deductions for alimony payments; 

(10) Deductions for separate maintenance payments; 

(11) Deductions for interest forfeited to a bank, savings association, 
et cetera, on premature withdrawals from time savings accounts or 
deposits; 

(12) Deductions allowed for cash payments to individual retirement 
accounts and deductions allowed for cash payments to retirement 
savings plans of certain married individuals to cover a nonworking 
spouse; 

(13) Deductions for contributions by self-employed persons to pen- 
sion, profit-sharing, and annuity plans; 

(14) The border city exemption as provided by § 26-52-601 et seq.; 

(15) Deductions for the health insurance costs of self-employed 
persons as computed in accordance with § 26-51-423(c); 

(16) Deductions for contributions to a long-term intergenerational 
trust created pursuant to the Long-Term Intergenerationa! Security Act 
of 1995, § 28-72-501 et seq.; and 

(17) Deductions for contributions to the Arkansas Brighter Future 
Fund Plan not to exceed five thousand dollars ($5,000) per taxpayer 
under § 6-84-111(b). 

(c)(1) The net income shall be computed upon the basis of the 
taxpayer’s annual accounting period, either fiscal or calendar year, in 
accordance with the method of accounting regularly employed in 
keeping the books of the taxpayer. 

(2) If no such method of accounting has been employed or if the 
method employed does not clearly reflect the income, the computation 
shall be made upon such basis and in such manner as in the opinion of 
the Secretary of the Department of Finance and Administration does 
clearly reflect the income. 

(3) If the taxpayer’s annual accounting period is other than a fiscal 
year as defined by the Income Tax Act of 1929, § 26-51-101 et seq., or 
he or she has no annual accounting period, or does not keep books, the 
net income shall be computed upon the basis of the calendar year. 


History. Acts 1929, No. 118, Art. 3,§ 7; No. 826, § 17; 1991, No. 685, § 1; 1993, 
Pope’s Dig., § 14030; Acts 1969, No. 236, No. 785, § 19; 1995, No. 1160, § 7; 1997, 
§ 2; 1973, No. 182,§ 4;A.S.A. 1947,§ 84- No. 13845, § 1; 2005, No. 1973, § 2; 2019, 
2007; Acts 1987, No. 382, §§ 5, 6; 1989, No. 910, § 3711; 2021, No. 966, § 25. 
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Amendments. The 2021 amendment Fund Plan” for “Arkansas Tax-Deferred 
substituted “Arkansas Brighter Future Tuition Savings Program” in (b)(17). 


26-51-404. Gross income generally. [Effective until January 1, 
2022.] 


(a)(1) “Gross income” includes: 

(A) Gains, profits, and income derived from salaries, wages, or 
compensation for personal service of whatever kind and in whatever 
form paid; 

(B) Gains, profits, and income derived from professions, vocations, 
trades, business, commerce, or sales; 

-(C) Gains, profits, and income derived from dealings in property, 
whether real or personal, growing out of the ownership of, use of, or 
interest in the property; 

(D) Gains, profits, and income derived from interest, rent, royal- 
ties, dividends, annuities, securities, or the transaction of any busi- 
ness carried on for gain or profit; 

(EK) Gains or profits and income derived from any source whatever; 

(F) Any payments of alimony and separate maintenance received 
pursuant to a court order; 

(G) Except as provided in subdivision (b)(31). of this section, 
unemployment compensation benefits paid from federal unemploy- 
ment funds; and 

(H) Except as provided in subdivision (b)(32) of this section, 
unemployment insurance benefits received from unemployment com- 
pensation paid under Title IV of the Social Security Act, 42 U.S.C. 
§ 601 et seq., except for unemployment or sickness payments made 
pursuant to 45 U.S.C. § 352, as it existed on January 1, 2017. 

(2) The amount of all such items shall be included in the gross 
income of the taxable year in which received by the taxpayer. 

(3) Any recovery of an amount which was deducted from gross 
income in a prior year must be treated as taxable income in the year 
recovered to the extent that the deduction resulted in a reduction in 
income tax liability. 

(4) Title 26 U.S.C. § 117, as in effect on January 2, 2017, regarding 
the taxability of scholarships, fellowships, grants, and stipends, is 
adopted for the purpose of clarifying and calculating Arkansas income 
tax liability. 

(b) “Gross income” does not include the following items, which shall 
be exempt from taxation under the Income Tax Act of 1929, § 26-51-101 
et seq.: 

(1) Title 26 U.S.C. § 1038, as in effect on January 1, 2009, relating to 
the exclusion from gross income of gain resulting from the involuntary 
conversion of a taxpayer’s property, is adopted for the purpose of 
computing Arkansas income tax liability; 

(2) Title 26 U.S.C. § 121, as in effect on January 1, 2009, relating to 
the exclusion from gross income of gain from the sale or exchange of 
property owned and used as the taxpayer’s principal residence, is 
adopted for the purpose of computing Arkansas income tax liability; 
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(3) Title 26 U.S.C. § 101, as in effect on January 1, 2007, relating to 
the exclusion from gross income of proceeds or benefits paid upon the 
illness or death of the insured, is hereby adopted for the purpose of 
computing Arkansas income tax liability; 

(4) The value of property acquired by gift, bequest, devise, or descent, 
but the income from such property shall be included in gross income; 

(5) Interest upon obligations of the United States or its possessions 
or upon obligations of the State of Arkansas or any political subdivision 
of the State of Arkansas; 

(6) Any: 

(A) Amounts received through accident or health insurance or 
under workers’ compensation acts as compensation for personal 
injuries or sickness, plus the amount of any damages. received, 
whether by suit or agreement, on account of such injuries or sickness; 
or i 

(B) Social Security payments, railroad retirement benefits, and 
unemployment insurance benefits received from the railroad retire- 

' ment boards; 

(7)(A) Income from domestic corporations when earned from sources 

without the state, and these sources shall be defined to mean places 

of manufacture or production and places of merchandising. 

(B) When books of account do not clearly and accurately reflect the 
income earned from sources without the state, the Arkansas income 
shall be determined by processes or formulas of general apportion- 
ment prescribed by the Secretary of the Department of Finance and 
Administration and approved by the Governor; 

(8) Dividends received by a corporation doing business within this 
state from a subsidiary if at least eighty percent (80%) of the subsid- 
iary’s capital stock is owned by a corporation doing business within this 
state; 

(9) In the case of an ordained, commissioned, or licensed minister of 
a recognized church, 26 U.S.C. § 107, as in effect on January 2, 2013, 
regarding the rental value of parsonages, is adopted for the purpose of 
computing Arkansas income tax liability; 

(10) Title 26 U.S.C. §§ 108 and 1017, as in effect on January 1, 2019, 
regarding income from the discharge of indebtedness, are adopted for 
the purpose of computing Arkansas income tax liability; 

(11) Title 26 U.S.C. § 125, as in effect on January 1, 2011, is adopted 
in computing amounts excludible from gross income under the Income 
Tax Act of 1929, § 26-51-101 et seq., for payments received under a 
cafeteria plan; 

(12)(A) Title 26 U.S.C. § 129, as in effect on January 1, 2005, 

regarding the exclusion from income for dependent care assistance, is 

adopted for the purpose of computing Arkansas income tax liability. 

(B) However, no amounts excluded from gross income pursuant to 
subdivision (b)(12)(A) of this section shall be taken into account in 
computing the dependent care credit contained in § 26-51-502; 
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(13) Title 26 U.S.C. § 79, as in effect on January 1, 1989, regarding 
the exclusion from income for group term life insurance is hereby 
adopted for the purpose of computing Arkansas income tax liability; 

(14) The following sections of the Internal Revenue Code, 26 U.S.C. 
§ letseq., regarding the exclusion from income of disability and health 
plan payments, are adopted for the purpose of computing Arkansas 
income tax liability: 

(A) Title 26 U.S.C. §§ 104 and 106, as in effect on January 1, 2011; 
and 
(B) Title 26 U.S.C. § 105, as in effect on January 1, 2017; 

(15) Title 26 U.S.C. § 82, as in effect on January 1, 1995, regarding 
the inclusion in gross income of moving expense reimbursements, is 
adopted for the purpose of computing Arkansas income tax liability; — 

(16) Title 26 U.S.C. § 119, as in effect on January 1, 1999, regarding 
the exclusion from gross income of meals or lodging furnished for the 
convenience of the employer, is adopted for the purpose of computing 
Arkansas income tax liability; 

(17) Title 26 U.S.C. § 126, asin effect on January 1, 1995, regarding 
the exclusion from gross income of certain cost-sharing payments, is 
adopted for the purpose of computing Arkansas income tax liability; 

(18) Title 26 U.S.C. § 131, asin effect on January 1, 2003, regarding 
the exclusion from gross income of amounts received by a foster care 
provider as qualified foster care payments, is adopted for the purpose of 
computing Arkansas income tax liability; 

(19) Title 26 U.S.C. § 132, as in effect on January 1, 2017, regarding 
the exclusion from income of certain fringe benefits, is adopted for the 
purpose of computing Arkansas income tax liability; 

(20) Title 26 U.S.C. § 127, as in effect on January 1, 2017, regarding 
the exclusion from gross income for employees whose education ex- 
penses were paid by an employer, is adopted for the purpose of 
computing Arkansas income tax liability; 

(21) Interest or dividends earned or capital gains recognized on a 
long-term intergenerational security trust created pursuant to this 
subchapter, except as provided in this subchapter; 

(22) Interest or dividends earned on an individual development 
account and matching funds deposited into an individual development 
account pursuant to the Family Savings Initiative Act, § 20-86-101 et 
seq.; 

(23) Title 26 U.S.C. § 138, as in effect on January 1, 1999, regarding 
a pilot program permitting eligible senior citizens to establish Medicare 
Plus Choice medical savings accounts, is adopted for the purpose of 
computing Arkansas income tax liability; 

(24)(A) Title 26 U.S.C. § 72, as in effect on January 1, 2007, relating 

to the exclusion from gross income of certain proceeds received under 

life insurance, endowment, and annuity contracts, is adopted for the 
purpose of computing Arkansas income tax liability. 

(B)G) Annuity income received through an employment-related 
retirement plan shall not be subject to the provisions of this subsec- 
tion. 
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(ii) The income shall instead be subject to the retirement income 
provisions of § 26-51-307; 

(25) Title 26 U.S.C. § 137, as in effect on January 2, 2013, regarding 
the exclusion from gross income of benefits received under an employ- 
er’s adoption assistance program, is adopted for the purpose of comput- 
ing Arkansas income tax liability; 

(26) Contributions by an employer to an employee’s health savings 
account within the limitations established in § 26-51-453 shall not be 
included in the employee’s gross income; 

(27) Title 26 U.S.C. § 1384, as in effect on January 1, 2009, regarding 
the exclusion from income of qualified military benefits provided to 
members of the United States military, is adopted for the purpose of 
computing Arkansas income tax liability; 

(28) Title 26 U.S.C. § 408(d)(8) as in effect on January 1, 2007, 
relating to tax-free distributions from individual retirement plans for 
charitable purposes for taxable years 2006 and 2007, is adopted for the 
purpose of computing Arkansas income tax liability; 

(29) Child support payments shall not be included in the gross 
income of the recipient; 

(30) Title 26 U.S.C. § 118, as in effect on January 1, 2019, regarding 
the recognition or nonrecognition of income for contributions to capital, 
is adopted for the purpose of computing Arkansas income tax liability; 

(31) Unemployment compensation benefits paid from federal unem- 
ployment funds for calendar year 2020 or 2021; 

(32) Unemployment insurance benefits described in subdivision 
(a)(1)(H) of this section and paid for calendar year 2020 or 2021; 

(33)(A) The following, which are adopted for purposes of computing 

Arkansas income tax liability: 

(i) Title 15 U.S.C. § 636A(), as in effect on January 1, 2021, after 
the redesignation provided by § 304(b) of the Consolidated Appro- 
priations Act, 2021, Pub. L. No. 116-260, and the amendment 
provided by § 276(a) of the Consolidated Appropriations Act, 2021, 
Pub. L. No. 116-260, regarding the Paycheck Protection Program loan 
forgiveness; 

(ii) Section 276(b) of the Consolidated Appropriations Act, 2021, 
Pub. L. No. 116-260, regarding subsequent Paycheck Protection 
Program loan forgiveness; 

(iii) Section 277 of the Consolidated Appropriations Act, 2021, Pub. 
L. No. 116-260, concerning the tax treatment of certain emergency 
financial aid grants; and 

(iv) Section 278 of the Consolidated Appropriations Act, 2021, Pub. 
L. No. 116-260, concerning the clarification of tax treatment of certain 
loan forgiveness and other business financial assistance. 

(B) Amounts excluded under this subdivision (b)(33) are includ- 
able in the adjustments specified in § 26-51-427(2). 

(C) The Department of Finance and Administration may provide 
an exception from any requirement to file an information return with 
respect to any amount excluded from gross income under this 
subdivision (b)(33); and 
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(34)(A) Payments received under the Coronavirus Food Assistance 
Program, described in 7 C.F.R. Part 9, as it existed on January 19, 


2021. 


(B) A tax deduction or a basis increase shall not be denied as a 
result of the exclusion from gross income provided in subdivision 


(b)(84)(A) of this section. 


(C) Amounts excluded under this subdivision (b)(34) are includ- 
able in the adjustments specified in § 26-51-427(2). 

(D) The department may provide an exception from any require- 
ment to file an information return with respect to any amount 
excluded from gross income under this subdivision (b)(34). 


History. Acts 1929, No. 118, Art. 3, § 8; 
ope’s Dig., § 14031; Acts 1939, No. 324, 
1; 1941, No. 129, § 6; 1953, No. 230, 
; 1957, No. 144, §§ 1, 2; 1965, No. 570, 
; 1967, No. 222, § 1; 1969, No. 462, 
; 1971, No. 226, § 2; 1975, No. 683, 
; 1977, No. 898, § 2; 1981, No. 817, 
; 1981, No. 914, § 3; 1983, No. 379, 
§§ 3, 6; 1985, No. 486, § 5; A.S.A. 1947, 
§ 84-2008; Acts 1987, No: 382, §§ 4, 7-11, 
32; 1987 (1st Ex. Sess.), No. 48, § 1; 1989, 
No. 826, §§ 9, 10, 18-21; 1995, No. 560, 
§ 1; 1995, No. 732, § 1; 1995, No. 1160, 
§§ 8, 10, 11; 1995, No. 1803, § 4; 1997, 
No. 328, § 7; 1997, No. 951, §§ 3-5, 6, 22, 
23; 1997, No. 1189, § 1; 1999, No. 1126, 
§§ 16-23; 1999, No. 1217, § 10; 2001, No. 
773, § 3; 2003, No. 663, §§ 2-6; 2005, No. 
94, §§ 2,3; 2005, No. 189, § 2;'2005; No. 
675, §§ 2-5; 2007, No..196, § 1; 2007, No. 
218, §§ 16, 17; 2009, No. 372, §§ 4-9; 
2011, No. 787, §§ 9-14; 2018, No. 1254, 
§§ 1-4; 2015, No. 580, §§ 13, 14; 2017, No. 
141, §§ 4, 5; 2017, No. 155, §§ 10-14; 
2017, No. 884, § 15; 2019, No. 870, §§ 1, 
2; 2019, No. 910, §. 3712; 2021, No. 154, 
§§ 1, 2; 2021, No. 248, § 2. 

A.C.R.C. Notes. Acts 2021, No. 248, 
§ 1, provided: “Legislative intent. It is the 
intent of the General Assembly to provide 
relief to small businesses and others af- 


i 
§ 
§ 
§ 
§ 
§ 
§ 


bt pt pe Re 


fected by the coronavirus 2019 (COVID- 
19) pandemic and to ease their tax com- 
pliance burdens by: 

“(1) Amending the Arkansas income 
tax laws to conform to the federal tax 
treatment of Paycheck Protection Pro- 
gram loan forgiveness and other coronavi- 
rus 2019 (COVID-19) relief, as clarified by 
the recent enactment of the Consolidated 
Appropriations Act, 2021, Pub. L. No. 116- 
260, on December 27, 2020; and 

“(2) Providing similar tax treatment to 
payments made under the Coronavirus 
Food Assistance Program as described in 7 
C.F.R. Part 9, as it existed on January 19, 
202 ik 

Publisher’s Notes. For text of section 
effective January 1, 2022, see the follow- 
ing version. 

Amendments. The 2021 amendment 
by No. 154 added “Except as provided in 
subdivision (b)(31) of this section” in 
(a)(1)(G); added “Except as provided in 
subdivision (b)(32) of this section” in 
(a)(1)(H); and added (b)(31) and (32). 

The 2021 amendment by No. 248 added 
(b)(33) and (34). 

Effective Dates. Acts 2021, No. 248, 
§ 3: “Section 2 of this act is effective for 
tax years beginning on or after January 1, 
2019.” 


26-51-404. Gross income generally. [Effective January 1, 2022.] 


(a)(1) “Gross income” includes: 


(A) Gains, profits, and income derived from salaries, wages, or 
compensation for personal service of whatever kind and in whatever 


form paid; 


(B) Gains, profits, and income derived from professions, vocations, 
trades, business, commerce, or sales; 
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(C) Gains, profits, and income derived from dealings in property, 
whether real or personal, growing out of the ownership of, use of, or 
interest in the property; 

(D) Gains, profits, and income derived from interest, rent, royal- 
ties, dividends, annuities, securities, or the transaction of any busi- 
ness carried on for gain or profit; 

(EF) Gains or profits and income derived from any source whatever; 

(F) Any payments of alimony and separate maintenance received 
pursuant to a court order; 

(G) Except as provided in subdivision (b)(31) of this section, 
unemployment compensation benefits paid from federal unemploy- 
ment funds; and 

(H) Except as provided in subdivision (b)(32) of this section, 
unemployment insurance benefits received from unemployment com- 
pensation paid under Title IV of the Social Security Act, 42 U.S.C. 
§ 601 et seq., except for unemployment or sickness payments made 
pursuant to 45 U.S.C. § 352, as it existed on January 1, 2017. 

(2) The amount of all such items shall be included in the gross 
income of the taxable year in which received by the taxpayer. 

(3) Any recovery of an amount which was deducted from gross 
income in a prior year must be treated as taxable income in the year 
recovered to the extent that the deduction resulted in a reduction in 
income tax liability. | 

(4) Title 26 U.S.C. § 117, as in effect on January 2, 2017, regarding 
the taxability of scholarships, fellowships, grants, and stipends, is 
adopted for the purpose of clarifying and calculating Arkansas income 
tax liability. 

(b) “Gross income” does not include the following items, which shall 

be exempt from taxation under the Income Tax Act of 1929, § 26-51-101 
et seq.: 
(1) Title 26 U.S.C. § 1038, as in effect on January 1, 2009, relating to 
the exclusion from gross income of gain resulting from the involuntary 
conversion of a taxpayer’s property, is adopted for the purpose of 
computing Arkansas income tax liability; 

(2) Title 26 U.S.C. § 121, as in effect on January 1, 2009, relating to 
the exclusion from gross income of gain from the'sale or exchange of 
property owned and used as the taxpayer’s principal residence, is 
adopted for the purpose of computing Arkansas income tax liability; 

(3) Title 26 U.S.C. § 101, as in effect on January 1, 2007, relating to 
the exclusion from gross income of proceeds or benefits paid upon the 
illness or death of the insured, is hereby adopted for the purpose of 
computing Arkansas income tax liability; 

(4) The value of property acquired by gift, bequest, devise, or descent, 
but the income from such property shall be included in gross income; 

(5) Interest upon obligations of the United States or its possessions 
or upon obligations of the State of Arkansas or any political subdivision 
of the State of Arkansas; 

(6) Any: 


26-51-404 TAXATION 40 


(A) Amounts received through accident or health insurance or 
under workers’ compensation acts as compensation for personal 
injuries or sickness, plus the amount of any damages received, 
whether by suit or agreement, on account of such injuries or sickness; 
or 

(B) Social Security payments, railroad retirement benefits, and 
unemployment insurance benefits received from the railroad retire- 
ment boards; 

(7)(A) Income from domestic corporations when earned from sources 

without the state, and these sources shall be defined to mean places 

of manufacture or production and places of merchandising. 

(B) When books of account do not clearly and accurately reflect the 
income earned from sources without the state, the Arkansas income 
shall be determined by processes or formulas of general apportion- 
ment prescribed by the Secretary of the Department of Finance and 
Administration and approved by the Governor; 

(8) Dividends received by a corporation doing business within this 
state from a subsidiary if at least eighty percent (80%) of the subsid- 
iary’s capital stock is owned by a corporation doing business within this 
state; 

(9) In the case of an ordained, commissioned, or licensed minister of 
a recognized church, 26 U.S.C. § 107, as in effect on January 2, 2013, 
regarding the rental value of parsonages, is adopted for the purpose of 
computing Arkansas income tax liability; 

(10) Title 26 U.S.C. §§ 108 and 1017, as in effect on January 1, 2019, 
regarding income from the discharge of indebtedness, are adopted for 
the purpose of computing Arkansas income tax liability; 

(11) Title 26 U.S.C. § 125, as in effect on January 1, 2011, is adopted 
in computing amounts excludible from gross income under the Income 
Tax Act of 1929, § 26-51-101 et seq., for payments received under a 
cafeteria plan; 

(12)(A), Title 26 U.S.C. § 129, as in effect on January 1, 2005, 

regarding the exclusion from income for dependent care assistance, is 

adopted for the purpose of computing Arkansas income tax liability. 

(B) However, no amounts excluded from gross income pursuant to 
subdivision (b)(12)(A) of this section shall be taken into account in 
computing the dependent care credit contained in § 26-51-502; 

(13) Title 26 U.S.C. § 79, as in effect on January 1, 1989, regarding 
the exclusion from income for group term life insurance is hereby 
adopted for the purpose of computing Arkansas income tax liability; 

(14) The following sections of the Internal Revenue Code, 26 U.S.C. 
§ letseq., regarding the exclusion from income of disability and health 
plan payments, are adopted for the purpose of computing Arkansas 
income tax liability: 

(A) Title 26 U.S.C. §§ 104 and 106, as in effect on January 1, 2011; 
and 

(B) Title 26 U.S.C. § 105, as in effect on January 1, 2017; 
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(15) Title 26 U.S.C. § 82) as in effect on January 1, 1995, regarding 
the inclusion in gross income of moving expense reimbursements, is 
adopted for the purpose of computing Arkansas income tax liability; 

(16) Title 26 U.S.C. § 119, as in effect on January 1, 1999, regarding 
the exclusion from gross income of meals or lodging furnished for the 
convenience of the employer, is adopted for the purpose of computing 
Arkansas income tax liability; 

(17) Title 26 U.S.C. § 126, as in effect on January 1, 1995, regarding 
the exclusion from gross income of certain cost-sharing payments, is 
adopted for the purpose of computing Arkansas income tax liability; 

(18) Title 26 U.S.C. § 131, as in effect on January 1, 2003, regarding 
the exclusion from gross income of amounts received by a foster care 
provider as qualified foster care payments, is adopted for the purpose of 
computing Arkansas income tax liability; 

(19) Title 26 U.S.C. § 132, as in effect on January 1, 2017, regarding 
the exclusion from income of certain fringe benefits, is adopted for the 
purpose of computing Arkansas income tax liability; 

(20) Title 26 U.S.C. § 127, as in effect on January 1, 2017, regarding 
the exclusion from gross income for employees whose education ex- 
penses were paid by an employer, is adopted for the purpose of 
computing Arkansas income tax liability; 

(21) Interest or dividends earned or capital gains recognized on a 
long-term intergenerational security trust created pursuant to this 
subchapter, except as provided in this subchapter; 

(22) Interest or dividends earned on an individual development 
account and matching funds deposited into an individual development 
account pursuant to the Family Savings Initiative Act, § 20-86-101 et 
seq.; 
(23) Title 26 U.S.C. § 138, as in effect on January 1, 1999, regarding 
a pilot program permitting eligible senior citizens to establish Medicare 
Plus Choice medical savings accounts, is adopted for the purpose of 
computing Arkansas income tax liability; 

(24)(A) Title 26 U.S.C. § 72, as in effect on January 1, 2007, relating 

to the exclusion from gross income of certain proceeds received under 

life insurance, endowment, and annuity contracts, is adopted for the 
purpose of computing Arkansas income tax liability. 

(B)G) Annuity income received through an employment-related 
retirement plan shall not be subject to the provisions of this subsec- 
tion. 

(ii) The income shall instead be subject to the retirement income 
provisions of § 26-51-307; 

(25) Title 26 U.S.C. § 137, as in effect on January 2, 2013, regarding 
the exclusion from gross income of benefits received under an employ- 
er’s adoption assistance program, is adopted for the purpose of comput- 
ing Arkansas income tax liability; 

(26) Contributions by an employer to an employee’s health savings 
account within the limitations established in § 26-51-453 shall not be 
included in the employee’s gross income; 
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(27) Title 26 U.S.C. § 134, as in effect on January 1, 2009, regarding 
the exclusion from income of qualified military benefits provided to 
members of the United States military, is adopted for the purpose of 
computing Arkansas income tax liability; 

(28) Title 26 U.S.C. § 408(d)(8) as in effect on January 1, 2007, 
relating to tax-free distributions from individual retirement plans for 
charitable purposes for taxable years 2006 and 2007, is adopted for the 
purpose of computing Arkansas income tax liability; 

(29) Child support payments shall not be included in the gross 
income of the recipient; 

(30) Title 26 U.S.C. § 118, as in effect on January 1, 2019, regarding 
the recognition or nonrecognition of income for contributions to capital, 
is adopted for the purpose of computing Arkansas income tax liability; 

(31) Unemployment compensation benefits paid from federal unem- 
ployment funds for calendar year 2020 or 2021; 

(32) Unemployment insurance benefits described in subdivision 
(a)(1)(H) of this section and paid for calendar year 2020 or 2021; 

(33)(A) The following, which are adopted for purposes of computing 

Arkansas income tax liability: 

(i) Title 15 U.S.C. § 636AQ), as in effect on January 1, 2021, after 
the redesignation provided by § 304(b) of the Consolidated Appro- 
priations Act, 2021, Pub. L. No. 116-260, and the amendment 
provided by § 276(a) of the Consolidated Appropriations Act, 2021, 
Pub. L. No. 116-260, regarding the Paycheck Protection Program loan 
forgiveness; 

(ii) Section 276(b) of the Consolidated Appropriations Act, 2021, 
Pub. L. No. 116-260, regarding subsequent Paycheck Protection 
Program loan forgiveness; 

(iii) Section 277 of the Consolidated Appropriations Act, 2021, Pub. 
L. No. 116-260, concerning the tax treatment of certain emergency 
financial aid grants; and 

(iv) Section 278 of the Consolidated Appropriations Act, 2021, Pub. 
L. No. 116-260, concerning the clarification of tax treatment of certain 
loan forgiveness and other business financial assistance. 

(B) Amounts excluded under this subdivision (b)(33) are includ- 
able in the adjustments specified in § 26-51-427(2). 

(C) The Department of Finance and Administration may provide 
an exception from any requirement to file an information return with 
respect to any amount excluded from gross income under this 
subdivision (b)(33); 

(34)(A) Payments received under the Coronavirus Food Assistance 

Program, described in 7 C.F.R. Part 9, as it existed on January 19, 

2021. 

(B) A tax deduction or a basis increase shall not be denied as a 
result of the exclusion from gross income provided in subdivision 
(b)(34)(A) of this section. 

(C) Amounts excluded under this subdivision (b)(34) are includ- © 
able in the adjustments specified in § 26-51-427(2). 
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(D) The department may provide an exception from any require- 
ment to file an information return with respect to any amount 
excluded from gross income under this subdivision (b)(34); and 
(35)(A) For a person that is subject to the tax imposed under this 
chapter and that is a member of an affected business entity, an amount 
equal to the product of: 

(i) The income subject to the tax paid under the Elective Pass- 
Through Entity Tax Act, § 26-65-101 et seq., by an affected business 
entity of which the person is a member; and 

(ii) The person’s pro rata interest, as reported to the secretary 

under § 26-65-108, in the affected business entity of which the 
person is a member. 
(B)G)(a) A person that is subject to the tax imposed under this 
chapter as a resident or part-year resident and that is a member of an 
affected business entity may exclude from the taxable income subject 
to the tax imposed by this chapter the person’s pro rata share of 
income subject to a tax paid to another state or the District of 
Columbia on income of any affected business entity of which the 
person is a member, if the taxes paid to the other state or the District 
of Columbia result from a tax that is substantially similar to the tax 
imposed under the Elective Pass-Through Entity Tax Act, § 26-65- 
101 et seq. 

(b) A tax is Ruberartally similar to the tax imposed under the 
Elective Pass-Through Entity Tax Act, § 26-65-101 et seq., if it is 
levied on the aggregate taxable income of each of the. persons that 
have an ownership interest in an entity. that is engaged in business 
for profit. 

(ii) The amount excluded under this subdivision (b)(35) shall be 
calculated in a manner established by the secretary, which shall be 
consistent with § 26-51-504. 

(C) With respect to a company that is a member of an affected 


business entity, the amount excluded under this subdivision (b)(35) is 
applied after all other applicable exclusions under this chapter and is 
not subject to any limits otherwise imposed by law. 

(D) The exclusion under this subdivision (b)(35) does not apply to 
taxes imposed under the Arkansas Income Tax Withholding Act of 1965, 


§ 26-51-901 et seq. 


(E) As used in this subdivision (b)(35), “affected business entity” and 
“member” mean the same as defined in § 26-65-102. 


History. Acts 1929, No. 118, Art. 3, § 8; 
Pope’s Dig., § 14031; Acts 1939, No. 324, 
§ 1; 1941, No. 129, § 6; 1953, No. 230, 
> 1957, No. 144, §§ 1, 2; 1965, No. 570, 
1969, No. 462, 
1975, No. 683, 
1981, No. 817, 


; 1967; No. 222, § 1; 
; 1971, No. 226, § 2; 
- 1977, No. 898, § 2; 
- 1981, No. 914, § 3; 1983, No. 379, 

§ 3, 6; 1985, No. 486, § 5; A.S.A. 1947, 
§ 84-2008; Acts 1987, No. 382, §§ 4, 7-11, 
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32; 1987 (1st Ex. Sess.), No. 48, § 1; 1989, 
No. 826, §§ 9, 10, 18-21; 1995, No. 560, 
§ 1; 1995, No. 732, § 1; 1995, No. 1160, 
§§ 8, 10, 11; 1995, No. 1303, § 4; 1997, 
No. 328, § 7; 1997, No. 951, §§ 3-5, 6, 22, 
23; 1997, No. 1189, § 1; 1999, No. 1126, 
§§ 16-23; 1999, No. 1217, § 10; 2001, No. 
773, § 3; 2003, No. 663, §§ 2-6; 2005, No. 
94, §§ 2, 3; 2005, No. 189, § 2; 2005, No. 
675, §§ 2-5; 2007, No. 196, § 1; 2007, No. 
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218, §§ 16, 17; 2009, No. 372, §§ 4-9; 
2011, No. 787, §§ 9-14; 2013, No. 1254, 
§§ 1-4; 2015, No. 580, §§ 18, 14; 2017, No. 
141, §§ 4, 5; 2017, No. 155, §§ 10-14; 
2017, No. 884, § 15; 2019, No. 870, §§ 1, 
2; 2019, No. 910, § 3712; 2021, No. 154, 
§§ 1, 2; 2021, No. 248, § 2; 2021, No. 362, 
$y21., 

A.C.R.C. Notes. Acts 2021, No. 248, 
§ 1, provided: “Legislative intent. It is the 
intent of the General Assembly to provide 


relief to small businesses and others af-* 


fected by the coronavirus 2019 (COVID- 
19) pandemic and to ease their tax com- 
pliance burdens by: 

“(1) Amending the Arkansas income 
tax laws to conform to the federal tax 
treatment of Paycheck Protection Pro- 
gram loan forgiveness and other coronavi- 
rus 2019 (COVID-19) relief, as clarified by 
the recent enactment of the Consolidated 
Appropriations Act, 2021, Pub. L. No. 116- 
260, on December 27, 2020; and 

“(2) Providing similar tax treatment to 
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payments made under the Coronavirus 
Food Assistance Program as described in 7 
C.F.R. Part 9, as it existed on January 19, 
mae Le 

Publisher’s Notes. For text of section 
effective until January 1, 2022, see the 
preceding version. . 

Amendments. The 2021 amendment 
by No. 154 added “Except as provided in 
subdivision (b)(31) of this section” in 
(a)(1)(G); added “Except as provided in 
subdivision (b)(32) of this section” in 
(a)(1)(H); and added (b)(31) and (32). 

The 2021 amendment by No. 248 added 
(b)(33) and (34). 

The 2021 amendment by No. 362 added 
(b)(35). 

Effective Dates. Acts 2021, No. 248, 
§ 3: “Section 2 of this act is effective for 
tax years beginning on or after January 1, 
2019.” 

Acts 2021, No. 362, § 3: “Sections 1 and 
2 of this act are effective for tax years 
beginning on or after January 1, 2022.” 


26-51-459. Teacher’s classroom investment deduction — Defini- 


tions. 


(a) As used in this section: 


(1) “Qualified classroom investment expense” means the amount 
expended by a teacher during the tax year for materials used in the 
classroom, including without limitation the following: 


(A) Books; 
(B) School supplies; 


(C) Computer equipment and software; 


(D) Athletic equipment; 


(E) Food for the teacher’s students; and 
(F) Clothing for the teacher’s students; and 


(2) “Teacher” means a teacher, instructor, counselor, principal, or 
aide for students in any grade from prekindergarten through grade 
twelve (preK-12) who is employed for at least nine hundred (900) hours 
in a tax year at a school certified by the state to provide public 
preschool, elementary, or secondary education. 

(b) In computing net income for the purposes of this chapter, there is 
allowed as a deduction in addition to all other deductions allowed by 
law for the qualified classroom investment expenses incurred by a 
taxpayer. 

(c) The deduction allowed under subsection (b) of this section shall 
not exceed five hundred dollars ($500) per taxpayer or one thousand 
dollars ($1,000) for taxpayers who are married filing jointly if each 
taxpayer is a teacher. 

(d) The Secretary of the Department of Finance and Administration 
shall promulgate rules to implement this section, including without 
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limitation a form for a taxpayer to use in claiming the deduction 


provided for under this section. 


(e) A taxpayer claiming a deduction under this section shall: 
(1) Maintain receipts for his or her qualified classroom investment 


expenses; and 


(2) Itemize the qualified classroom investment expenses on the form 
provided by the Department of Finance and Administration. 


History. Acts 2017, No. 666, § 1; 2019, 
No. 910, § 3722; 2021, No. 971, § 1. 

Amendments. The 2021 amendment 
substituted “five hundred dollars ($500)” 
for “two hundred fifty dollars ($250)” and 


“one thousand dollars ($1,000)” for “five 
hundred dollars ($500)” in (c). 

Effective Dates. Acts 2021, No. 971, 
§ 2: “effective for tax years beginning on 
or after January 1, 2021.” 


SUBCHAPTER 5 — Tax CreEpITS GENERALLY 


SECTION. 

26-51-501. Personal tax credits — Defini- 
tions. 

26-51-504. Income from sources outside 
Arkansas — Definition. 

26-51-506. Tax credit for waste reduction, 
reuse, or recycling equip- 
ment — Eligibility — Defi- 
nitions. 


Effective Dates. Acts 2021, No. 841, § 
2: “Section 1 of this act is effective for tax 
years beginning on or after January 1, 
2022.” 

Acts 2021, No. 895, § 3: “Sections 1 and 
2 of this act are effective for tax years 
beginning on or after January 1, 2021.” 

Acts 2021, No. 935, § 2: “Section 1 of 
this act is effective for tax years beginning 
on or after January 1, 2021.” 

Acts 2021, No. 1019, § 5(a): “Sections 2 
and 3 of this act are effective for tax years 
beginning on or after January 1, 2021.” 

Acts 2021, No. 1019, § 6: Apr. 29, 2021. 
Emergency clause provided: “It is found 


SECTION. 


26-51-515. Work on cold cases by retired 
law enforcement. officers. 
[Effective January 1, 
2022.] 

26-51-516. Paisleys Law — Stillborn 
child tax credit — Defini- 
tion. 


and determined by the General Assembly 
of the State of Arkansas that employers 
and employees face unintended income 
taxation. Therefore, an emergency is de- 
clared to exist, and this act being immedi- 
ately necessary for the preservation of the 
public peace, health, and safety shall be- 
come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 


_ during which the Governor may veto the 


bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto.” 


26-51-501. Personal tax credits — Definitions. 


(a) There shall be deducted from the tax after the tax has been 
computed as set forth in the Income Tax Act of 1929, § 26-51-101 et 
seq., a personal tax credit as follows: 

(1)(A) For a single individual, the adjusted individual credit. 

(B) However, a taxpayer who was blind or deaf at any time during 
the income year shall be entitled to an additional tax credit of twenty 


dollars ($20.00). 
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(C) A single individual who is deaf-blind shall be entitled to an 
additional tax credit of forty dollars ($40.00). 

(D) A single individual of sixty-five (65) years of age or older shall 
be entitled to an additional tax credit of twenty dollars ($20.00); 
(2)(A)@G)(a) For the head of household, surviving spouse, or married 
spouses living together, the adjusted joint credit. 

(b) Spouses living together and filing either jointly or separately 
on the same income tax form shall receive only one (1) adjusted joint 
credit against their aggregate tax. 

(ii) Subdivision (a)(2)(A)G) of this section shall apply if the Secre- 
tary of the Department of Finance and Administration continues to 
provide a tax return on which spouses can elect to file jointly or 
separately on the same return. 

(B) However, in the event that either of the spouses is sixty-five 
(65) years of age or older, each spouse who is sixty-five (65) years of 
age or older shall be entitled to an additional tax credit of twenty 
dollars ($20.00). 

(C) However, a spouse filing a separate return on a separate tax 
form shall receive the adjusted individual credit on each return so 
filed, but if the spouse is sixty-five (65) years of age or older, each of 
them who is sixty-five (65) years of age or older shall be entitled to an 
additional tax credit of twenty dollars ($20.00). 

(D) “Head of household” means the same as defined in 26 U.S.C. 
§ 2(b), as in effect on January 1, 2001. 

(E) “Surviving spouse” means the same as defined in 26 U.S.C. 

§ 2(a), as in effect on January 1, 2001; 
(3)(A) For each individual, other than a spouse, who has a gross 
income for the tax year of less than three thousand dollars ($3,000), 
who has not filed a joint return with his or her spouse for the taxable 
year, and who is dependent upon and receives his or her chief support 
from the taxpayer, the adjusted individual credit. 

(B)G) As used in subdivision (a)(3)(A) of this section, “dependent” 
means the same as defined in 26 U.S.C. § 152, as in effect on January 
1, 2005. 

(ii) “Dependent” does not include any individual who is a citizen or 
subject of a foreign country unless that individual is a resident of the 
United States or a country contiguous to the United States; 

(4) In the case of a fiduciary: 

(A) If taxable under § 26-51-203(a)(1), the adjusted individual 
credit; : 

(B) If taxable under § 26-51-203(a)(2), the same tax credit as 
would be allowed the deceased if living; and 

(C) If taxable under § 26-51-203(a)(3), the tax credit to which the 
beneficiary would be entitled; and 
(5) In the case of a nonresident taxpayer, the taxpayer shall be 

entitled to that proportion of the tax credit granted by the Income Tax 
Act of 1929, § 26-51-101 et seq., that the gross income within the state 
bears to the entire gross income wherever earned. 
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..(b)(1) The status of the last day of the income year shall determine 
the right to the tax credits provided in this section. 

(2) However, a taxpayer shall be entitled to tax credits for a husband 
or wife or a dependent who has died during the income year. 

(c)(1) As used in this section, “blind person” means any person: 

(A) Who is totally blind, and cannot tell light from darkness; 

(B) A person whose central visual acuity does not exceed 20/200 in 
the better eye with correcting lenses; or 

(C) Whose fields of vision are so limited that the widest diameter 
of the visual field subtends an angle no greater than twenty degrees 
(20°). 

(2) For the purposes of subdivision (a)(1) of this section: 

(A) An individual is deaf only if his or her average loss in the 
speech frequencies which are five hundred hertz (500 Hz) to two 
thousand hertz (2,000 HZ) in the better ear is eighty-six decibels (86 
dB), International Organization for Standardization, or worse; and 

(B) An individual is deaf-blind only if he or she is both deaf and 
blind. 

(d) For the purposes of this section: 

(1) “Adjusted individual credit” shall be twenty dollars ($20.00); and 

(2) “Adjusted joint credit” shall be forty dollars ($40.00). 

(e)(1)(A) Not later than July 15 of each calendar year, the Secretary 

of the Department of Finance and Administration shall increase the 

adjusted individual credit and adjusted joint credit by the cost-of- 
living adjustment for that current calendar year, rounding each 
amount to the nearest dollar. 

(B) The annual cost-of-living adjustment shall apply to the ad- 
justed credits as contained in subdivisions (d)(1) and (2) of this 
section. 

(2)(A) For purposes of subdivision (e)(1) of this section, the cost-of- 

living adjustment for any calendar year is the percentage, if any, by 

which the Consumer Price Index for the calendar year preceding the 
taxable year exceeds the Consumer Price Index for the calendar year 

2001. 

(B) The Consumer Price Index for any calendar year is the average 
of the Consumer Price Index as of the close of the twelve-month 
period ending on August 31 of that calendar year. 

(C). As used in this subsection, “Consumer Price Index” means the 

- last Consumer Price Index for All Urban Consumers published by the 

United States Department of Labor. 

(3) The adjusted credit amounts shall apply for tax years beginning 
on and after January 1, 2003. 

(4) The secretary shall not increase the adjusted credit for any 
calendar year unless the conditions of subsection (f) of this section are 
met. 

(f) The adjusted credit applicable for any calendar year shall not be 
increased unless: 

(1) The net available general revenue forecast provided to the Joint 
Committee on Economic and Tax Policy under § 10-3-1404(a)(1)(A) in 
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May of the calendar year for which a credit increase is contemplated 
indicates that net available general revenue growth for the fiscal year 
beginning in the calendar year for which a credit increase is contem- 
plated will be four and two-tenths percent (4.2%) or greater; and 


(2) Either: 


(A) The net available general revenues for the fiscal year ending in 
the calendar year for which a credit increase is contemplated exceed 
the official forecast by at least five-tenths of one percent (0.5%); or 

(B) The net available general revenues for the fiscal year ending in 
the calendar year for which a credit increase is contemplated exceed 
the total distributions for that fiscal year under the provisions of the 
Revenue Stabilization Law, § 19-5-101 et seq. 

(g) Title 26 U.S.C. § 151(c)(6), as in effect on January 1, 2003, 
regarding the tax treatment of kidnapped children, is adopted for the 
purpose of computing Arkansas income tax liability. 


History. Acts 1929, No. 118, Art. 3, 
§ 16; Pope’s Dig., § 14039; Acts 1941, No. 
129,§ 1; 1947, No. 135, § 4; 1951, No. 19, 
§ 1; 1957, No. 20, § 2; 1968 (2nd Ex. 
Sess.), No. 7, § 1; 1969, No. 219, §§ 1, 3; 
1969, No. 243, § 1; 1975, No. 994, § 1; 
1977, No. 629, §§ 1, 2; 1979, No. 420, § 1; 
1983, No. 506, § 1; A.S.A. 1947, §§ 84- 
2021, 84-2021a, 84-2021.3; Acts 1987, No. 
382, § 24; 1993, No. 785, §§ 11, 12; 2001, 
No. 1819, § 1; 2003, No. 663, § 12; 2005, 


No. 675, § 14; 2018, No. 1224, § 3; 2019, 
No. 910, §§ 3723-3725; 2021, No. 483, 
$17. 

Amendments. The 2021 amendment 
substituted “married spouses living to- 
gether” for “a married individual living 
with husband or wife” in (a)(2)(A)G)(a); 
substituted “Spouses” for “A husband and 
wife” in (a)(2)(A)(i)(6) and made similar 
changes throughout the section; deleted 
(a)(3)(C); and made stylistic changes. 


26-51-504. Income from sources outside Arkansas — Definition. 


(a)(1)(A) For the purpose of ascertaining the income tax due by an 
individual resident of Arkansas whose gross income includes income 
derived from property located outside the State of Arkansas, or from 
business transacted outside the State of Arkansas, the tax shall first 
be computed as if all of the income of the resident were derived from 
sources within the State of Arkansas, but a credit shall then be given 
on the tax as so computed, for the amount of income tax actually owed 
by the resident for the year to any other state or territory on account 
of income from property owned or business transacted in the other 
state or territory. However, credit shall not exceed what the tax would 
be on the outside income, if added to the Arkansas income, and 
calculated at Arkansas income tax rates. 

(B) Income from property located or business iatibactal® in an- 
other state or territory does not include work performed in this state 
as provided in § 26-51-202(c). 

(2)(A) For purposes of subdivision (a)(1) of this section, the amount of 
income tax owed to any other state or territory by a resident 

shareholder of an S corporation shall be considered to include an 
amount equal to the shareholder’s pro rata share of any net income 
tax owed by the’'S corporation to a state which does not recognize S 
corporations. 
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(B) As used in subdivision (a)(2)(A) of this section, “net income tax” 
means any tax imposed on or measured by a corporation’s net income. 
(b) Before a resident of Arkansas may claim the credit allowed under 
this section, he or she shall file with his or her income tax return any 
such additional information as the Director of the State Income Tax 
Division or the Secretary of the Department of Finance and Adminis- 
tration may by rule require showing in detail the amount of gross and 
net income derived from property owned or business transacted without 
this state, together with the amount of tax actually owed on the income 
to another state or territory. 

(c) The credit against Arkansas income tax afforded individual 
residents of Arkansas under this section shall also be available to 
fiduciaries and partnerships residing or domiciled in Arkansas which 
are subject to Arkansas income tax or which have to report income for 
purposes of Arkansas income tax. 


History. Acts 1943, No. 162, §§ 1, 2; that nonresident income is allocated 


1953, No. 320, § 1; 1961, No. 411, § 1; 
1969, No. 75, § 1; A.'S.A. 1947, §§ 84- 
2017, 84-2018, 84-2018.1; Acts 1989, No. 
826, § 6; 1993, No. 721, § 1; 1993, No. 
785, § 138; 2019, No. 315, § 2966; 2019, 
No. 910, § 3726; 2021, No. 1019, § 3. 
A.C.R.C. Notes. Acts 2021, No. 1019, 
§ 1, provided: “Legislative intent. It is the 
intent of the General Assembly to clarify 


based on where the employee is located 
when performing the work associated 
with the income.” 

Amendments. The 2021 amendment 
added (a)(1)(B). 

Effective Dates. Acts 2021, No. 1019, 
§ 5(a): “Sections 2 and 3 of this act are 
effective for tax years beginning on or 
after January 1, 2021.” 


26-51-506. Tax credit for waste reduction, reuse, or recycling 
equipment — Eligibility — Definitions. 


(a) The intent and purpose of this section is to increase capacity in 
the State of Arkansas for the use of recovered materials. 

(b) As used in this section: 

(1) “Cost”, in the case of a transfer of title or a finance lease, means 
the amount of the purchase price, and, in the case of a lease which is not 
a finance lease but which otherwise qualifies as a purchase under this 
section, means the amount of the lease payments due to be paid during 
the term of the lease after deducting any portion of the lease payments 
attributable to interest, insurance, and taxes; 

(2) “Equipment used to service waste reduction, reuse, or recycling 
equipment” means expenditures, machinery, or equipment that keeps 
existing machinery or equipment in running order by providing repair, 
maintenance, adjustment, inspection, or supplies; 

(3) “Finance lease” means a lease agreement which is treated as a 
purchase by a lessee for Arkansas income tax purposes; 

(4) “Home scrap” means materials or by-products generated from 
and commonly reused within an original manufacturing process; 

(5) “Maintenance” means expenditures, machinery, or equipment 
used to keep existing machinery or equipment in a condition that 
approaches or equates to its original condition; 
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(6) “Motor vehicle” means a vehicle or trailer that is licensed, or that 
normally would be licensed, for use on highways in Arkansas; 

(7) “Postconsumer waste” means products or other materials gener- 
ated by a business, governmental entity, or consumer which have 
served their intended end use and have been recovered from or 
otherwise diverted from the solid waste stream for the purpose of 
recycling; 

(8) “Preconsumer material” means material generated during any 
step in the production of a product and recovered or otherwise diverted 
from the solid waste stream for the purpose of recycling but does not 
include home scrap; 

(9) “Purchase” means a transaction under which title to an item is 
transferred for consideration or a lease contract for a period of at least 
three (3) years regardless of whether title to the item is transferred at 
the end of such period; 

(10) “Qualified expansion project” means an expansion of a taxpay- 
er’s facility that: 

(A) Is commenced on or after January 1, 2017; 

(B) Is conducted on the site of a qualified manufacturer of steel, as 
defined in § 26-51-1211, § 26-52-901, § 26-52-911, Acts 2013, No. 
1084, or Acts 2013, No. 1476; | 

(C) Has a total investment of at least one billion dollars 
($1,000,000,000); 

(D) Is undertaken by a taxpayer that has entered into an agree- 
ment with the State of Arkansas in which the taxpayer made a 
commitment to create at least five hundred (500) net new direct 
positions and independent direct positions as those terms are defined 
in Acts 2013, No. 1084, § 8, with an average annual wage of at least 
seventy-five thousand dollars ($75,000); 

(EK) Provides a positive cost-benefit analysis to the state as deter- 
mined by the Arkansas Economic Development Commission and the 
Office of Economic Analysis and Tax Research before an incentive 
agreement between the state and the taxpayer is executed; 

(F) Is certified as having a closing date before July 1, 2018, by 
which the taxpayer has certified and the state has verified that 
necessary capital acquisition and borrowing for the qualified aan 
sion project has occurred to: 

(i) Secure a site; 

(ii) Obtain engineering services; 

(iii) Purchase equipment; and 

(iv) Commence initial construction; and 

(G) Is undertaken by a taxpayer that has elected by agreement 
with the State of Arkansas for the expansion of the taxpayer’s facility 
to be classified as a qualified expansion project under this section; 
(11) “Qualified steel specialty products manufacturing facility” 

means a facility: 

(A) For which the taxpayer commenced construction on or after 
January 1, 2021; 
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_(B) That is located in Arkansas; 

(C). That melts scrap steel in an electric arc or similar furnace to 
produce one (1) or more specialty steel products, including without 
limitation billets, structural shapes, reinforcing bars, coiled reinforc- 
ing bars, wire rods, and merchant bars; 

(D) In which the taxpayer has a total investment in excess of two 
hundred million dollars ($200,000,000); 

(E) That is undertaken by a taxpayer that has entered into an 
agreement with the State of Arkansas in which the taxpayer made a 
commitment to create at least one hundred fifty (150) net new direct 
positions and independent direct positions as those terms are defined 
in Acts 2013, No. 1084, § 8, with an average annual wage of at least 
seventy-five thousand dollars ($75,000); 

(F) That provides a positive cost-benefit analysis to the state as 
determined by the Arkansas Economic Development Commission and 
the Office of Economic Analysis and Tax Research before an incentive 
agreement between the state and the taxpayer is executed; 

(G) That is certified as having a closing date before July 1, 2023, by 
which the taxpayer has certified and the state has verified that 
necessary capital acquisition and borrowing for the qualified steel 
specialty products manufacturing facility has occurred to: 

(i) Secure a site; 

Gi) Obtain engineering Services; 

(iii) Purchase equipment; and 

(iv) Commence initial construction; and 

(H) That is undertaken by a taxpayer that has elected by agree- 
ment with the State of Arkansas for the facility to be classified as a 
qualified steel specialty products manufacturing fasabilty under this 
section; 

(12) “Recovered materials” means those materials which have been 
separated, diverted, or removed from the waste stream for the purpose 
of recycling and includes preconsumer material and postconsumer 
waste but not home scrap; 

(13) “Recycling” means the systematic collecting, sorting, decontami- 
nating, and returning of waste materials to commerce as commodities 
for use or exchange; | 

(14) “Repair” means expenditures, machinery, or equipment used to 
restore existing machinery or equipment to its original or similar 
condition and capacity after damage or after deterioration from use; 

(15) “Solid waste” means all putrescible and nonputrescible wastes 
in solid or semisolid form, including, but not limited to, yard or food 
waste, waste glass, waste metals, waste plastics, wastepapers, waste 
paperboard, and all other solid or semisolid wastes resulting from 
industrial, commercial, agricultural, community, and residential activi- 
ties; and 

(16)(A)G) “Waste reduction, reuse, or recycling equipment” means 

new or used machinery or equipment located in Arkansas on the last 

day of the taxable year which is operated or used exclusively in 
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Arkansas to collect, separate, process, modify, convert, or treat solid 
waste so that the resulting product may be used as a raw material or 
for productive use or to manufacture products containing recovered 
materials. 

(ii) “Waste reduction, reuse, or recycling equipment” also includes 
devices which are directly connected with or are an integral and 
necessary part of such machinery or equipment and are necessary for 
such collection, separation, processing, modification, conversion, 
treatment, or manufacturing. 

(B) “Waste reduction, reuse, or recycling equipment” does not 
include motor vehicles. 

(c)(1) There shall be allowed a tax credit against the tax imposed by 
the Income Tax Act of 1929, § 26-51-101 et seq., in an amount as 
determined in subsection (e) of this section for any taxpayer engaged in 
the business of reducing, reusing, or recycling solid waste for commer- 
cial purposes who purchases waste reduction, reuse, or recycling 
equipment used exclusively for the purpose of reducing, reusing, or 
recycling solid waste. 

(2)(A)G) If the tax credits are allowed with respect to a taxpayer 

pursuant to a qualified Amendment 82 project under the Arkansas 

Amendment 82 Implementation Act, § 15-4-3201 et seq., that, as of 

the end of the taxable year in which such tax credits are first allowed, 

does not have a public retirement system of the State of Arkansas as 

a proprietor, partner, member, or shareholder, no more than twenty 

million dollars ($20,000,000) of credit against tax or an amount equal 

to the tax imposed by the Income Tax Act of 1929, § 26-51-101 et seq., 
whichever is less, issued to the taxpayer making the purchases of 
waste reduction, reuse, or recycling equipment under subdivision 

(c)(1) of this section may be claimed each tax year. 

(ii) Any unused tax credit that cannot be claimed in a tax year by 
operation of subdivision (c)(2)(A)(i) of this section may be carried 
forward as allowed by law. If a tax credit amount disallowed by 
operation of subdivision (c)(2)(A)(i) of this section would otherwise 
expire, the carry forward period for such unused tax credit shall 
instead be extended each year, for one (1) additional year at a time, to 
preserve the ability of the taxpayer to apply the unused tax credit to 
future tax liability. 

(B)Ga) If tax credits are allowed under this section with respect to a 
qualified Amendment 82 project under the Arkansas Amendment 82 
Implementation Act, § 15-4-3201 et seq., and any portion of the tax 
credits under this section would be apportioned to a public retirement 
system of the State of Arkansas as a proprietor, partner, member, or 
shareholder of the taxpayer, the public retirement system shall have 
the possession and control of all tax credits, including any such tax 
credits otherwise apportioned to the other proprietors, partners, 
members, shareholders, or beneficiaries allowed under this section. 

(ii) The possession and control of the tax credits by the public 
retirement system under this subdivision (c)(2)(B) shall be confirmed 
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in writing by a legal opinion issued by the Department of Finance and 
Administration under the department’s promulgated rules. 

(iii) The public retirement system shall sell or transfer for value 
the tax credits allowed under this section to the State of Arkansas for 
eighty percent (80%) of the face value, in lieu of the right of a 
proprietor, partner, member, shareholder, or beneficiary of the quali- 
fied Amendment 82 project to claim the tax credits as allowed 
pursuant to applicable state law. No more than twenty million dollars 
($20,000,000) of the tax credits in possession and control of the public 
retirement system with respect to a qualified Amendment 82 project 
pursuant to subdivision (c)(2)(B)(i) of this section may be sold or 
transferred each year. 

(iv) Any unused tax credit that cannot be sold or transferred in a 
tax year by the operation of subdivision (c)(2)(B)(iii) of this section 
may be carried forward as allowed by law. If a tax credit amount 
disallowed by operation of subdivision (c)(2)(B)(iii) of this section 
would otherwise expire, the carry forward period for such unused tax 
credit shall instead be extended each year, for one (1) additional year 
at a time, to preserve the ability of the public retirement system to 
sell or transfer all unused tax credits in future years. . 

(v) Repayment provisions in the applicable Amendment 82 agree- 
ment shall continue to apply to tax credits carried forward under 
subdivision (c)(2)(B)Giv) of this section and in the possession and 
control of a public retirement system of the State of Arkansas. 

(vi) Beginning July 1, 2016, by July 15 of each year, the public 
retirement system with possession and control of the tax credits 
under this subdivision (c)(2)(B) shall provide notice to the depart- 
ment of the amount of tax credits, including tax credits pending 
certification by the Division of Environmental Quality, subject to the 
limitations in subdivision (c)(2)(B)(Gii) of this section, to be sold or 
transferred for value. 

(vii) The State of Arkansas shall pay the purchase price equal to 
eighty percent (80%) of the face value of all of the tax credits included 
in the notice required in subdivision (c)(2)(B)(vi) of this section on or 
before June 30 of the year following the year in which the notice was 
provided for all tax credits certified by the Division of Environmental 
Quality by June 30 of the year following the year in which the notice 
was provided by warrant from the Economic Development Incentive 
Fund funded by a transfer from general revenue. 

(viii)(a) Tax credits under this section sold or transferred for value 
to the State of Arkansas are extinguished upon payment of the 
purchase price as if claimed against the tax imposed by the Income 
Tax Act of 1929, § 26-51-101 et seq. 

(b)(L) In the event the State of Arkansas fails to timely pay the 
purchase price, as required in subdivision (c)(2)(B)(vii) of this section, 
for the tax credits included in the notice required in subdivision 
(c)(2)(B)(vi) of this section, the public retirement system may, before 
the end of the taxable year following the taxable year in which a 
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failure to pay occurs, sell or transfer for value such tax credits to one 
(1) or more persons. Such person or persons may claim such tax 
credits in accordance with applicable law, provided however, any tax 

credits sold or transferred for value to such person or persons under 
this subdivision (c)(2)(B)(viii)(b) shall not expire before the later of 
the end of: 

(A) The carry forward period for such tax credits under applicable 
law; or 

(B) The third taxable year following the year in which such tax 
credits were sold or transferred for value pursuant to this section. 

(2) The sale or transfer of tax credits under this subdivision 
(c)(2)(B)(viii)(6) shall be confirmed in writing by a legal opinion issued 
by the department under the department’s promulgated rules. 
(3)(A) Up to eleven million dollars ($11,000,000) of credit against tax 
or an amount equal to the tax imposed by the Income Tax Act of 1929, 
§ 26-51-101 et seq., whichever is less, issued to the taxpayer making 
the purchases of waste reduction, reuse, or recycling equipment 
under subdivision (c)(1) of this section may be claimed each tax year 
if the tax credits are allowed with respect to a qualified expansion 
project: 

(i) Of a taxpayer that at the time of the agreement described in 
subdivision (b)(10)(D) of this section is a proprietorship, partnership, 
limited liability company, or other business organization treated as a 
proprietorship or partnership for tax purposes; and 

(ii) That, as of the end of the taxable year in which such tax credits 
are first allowed, does not have a public retirement system of the 
State of Arkansas as a proprietor, partner, member, or shareholder. 

(B) Up to the following amounts of credit against tax or an amount 
equal to the tax imposed by the Income Tax Act of 1929, § 26-51-101 
et seq., whichever is less, issued to the taxpayer making the pur- 
chases of waste reduction, reuse, or recycling equipment under 
subdivision (c)(1) of this section may be claimed each tax year if the 
tax credits are allowed with respect to a qualified steel specialty 
products manufacturing facility that is owned by a taxpayer that, at 
the time of the agreement described in subdivision (b)(11)(E) of this 
section is a proprietorship, partnership, limited liability company, or 
other business organization treated as a proprietorship or partner- 
ship for tax purposes, and that, as of the end of the taxable year in 
which such tax credits are first allowed, does not have a public 
retirement system of the State of Arkansas as a proprietor, partner, 
member, or shareholder: 

(i) For a total investment in the qualified steel specialty products 
manufacturing facility of at least two hundred million dollars 
($200,000,000) but less than two hundred seventy-five million dollars 
($275,000,000), four million dollars ($4,000,000); 

(ii) For a total investment in the qualified steel specialty aidicets 
manufacturing facility of at least two hundred seventy-five million 
dollars ($275,000,000) but less than three hundred fifty million 
dollars ($350,000,000), five million dollars ($5,000,000); and 
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(iii) For a total investment in the qualified steel specialty products 
manufacturing facility of at least three hundred fifty million dollars 
($350,000,000), six million five hundred thousand dollars 
($6,500,000). : 

(C) Any unused tax credit that cannot be claimed in a tax year by 
operation of subdivision (c)(3)(A) or subdivision (c)(3)(B) of this 
section may be carried forward as allowed by law. If a tax credit 
amount disallowed by operation of subdivision (c)(3)(A) or subdivision 
(c)(3)(B) of this section would otherwise expire, the carry-forward 
period for such unused tax credit shall instead be extended each year, 
for one (1) additional year at a time, to preserve the ability of the 
taxpayer to apply the unused tax credit to future tax liability. 

(D)G) If tax credits are allowed under this section with respect to 
a qualified expansion project or a qualified steel specialty products 
manufacturing facility of a taxpayer that, at the time of the agree- 
ment described in subdivision (b)(10)(D) of this section for a qualified 
expansion project or subdivision (b)(11)(E) of this section for a 
qualified specialty steel products manufacturing facility, is a propri- 
etorship, partnership, limited liability company, or other business 
organization treated as a proprietorship or partnership for tax 
purposes, and any portion of the tax credits under this section would 
be apportioned to a public retirement system of the State of Arkansas 
as a proprietor, partner, member, or shareholder of the taxpayer, the 
public retirement system shall have the possession and control of all 
tax credits, including any such tax credits otherwise apportioned to 
the other proprietors, partners, members, shareholders, or beneficia- 
ries allowed under this section. 

(ii) The possession and control of the tax credits by the public 
retirement system under this subdivision (c)(3)(D) shall be confirmed 
in writing by a legal opinion issued by the department under the 
rules promulgated by the department. 

(iii)(a) The public retirement system shall sell or transfer for value 
the tax credits allowed under this section to the State of Arkansas for 
eighty percent (80%) of the face value, in lieu of the right of a 
proprietor, partner, member, shareholder, or beneficiary of the quali- 
fied expansion project or the qualified steel specialty products manu- 
facturing facility to claim the tax credits as allowed pursuant to 
applicable state law. 

(b) Subject to the total recycling tax credit certification for a 
qualified expansion project, the maximum amount of tax credits 
allowed under the agreement between the taxpayer and the state, 
and the annual transfer by the Arkansas Economic Development 
Commission as agreed by the state and the taxpayer, no more than 
eleven million dollars ($11,000,000) of the tax credits in possession 
and control of the public retirement system with respect to a qualified 
expansion project under subdivision (c)(3)(D)() of this section may be 
sold or transferred each year. 

(c) No more than the following amounts of the tax credits in 
possession and control of the public retirement system with respect to 
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a qualified steel specialty products manufacturing facility pursuant 
to subdivision (c)(3)(D)(i) of this section may be sold _or transferred 
each year: 

(1) For a total investment in the qualified steel specialty products 
manufacturing facility of at least two hundred million dollars 
($200,000,000) but less than two hundred seventy-five million dollars 
($275,000,000), four million dollars ($4,000,000); 

(2) For a total investment in the qualified steel specialty products 
manufacturing facility of at least two hundred seventy-five million 
dollars ($275,000,000) but less than three hundred fifty million 
dollars ($350,000,000), five million dollars ($5,000,000); and 

(3) For a total investment in the qualified steel specialty products 
manufacturing facility of at least three hundred fifty million dollars 
($350,000,000), six million five hundred thousand dollars 
($6,500,000). 

(iv) Any unused tax credit that cannot be sold or transferred in a 
tax year by the operation of subdivision (c)(3)(D)(i1i) of this section 
may be carried forward as allowed by law. If a tax credit amount 

_ disallowed by operation of subdivision (c)(3)(D)(@ii) of this section 
would otherwise expire, the carry-forward period for such unused tax 
credit shall instead be extended each year, for one (1) additional year 
at a time, to preserve the ability of the public retirement system to 
sell or transfer all unused tax credits in future years. 

(v) Beginning July 1, 2020, by July 15 of each year, the public 
retirement system with possession and control of the tax credits 
under this subdivision (c)(3)(D) shall provide notice to the depart- 
ment of the amount of tax credits, including tax credits expected to 
receive certification during the fiscal year by the Division of Environ- 
mental Quality, subject to the limitations in subdivision (c)(3)(D)(iii) 
of this section, to be sold or transferred for value. 

(vi) The State of Arkansas shall pay the purchase price equal to 
eighty percent (80%) of the face value of all of the tax credits included 
in the notice required in subdivision (c)(3)(D)(v) of this section on or 
before June 30 of the calendar year following the calendar year in 
which the notice was provided for all tax credits certified by the 
Division of Environmental Quality by June 30 of the calendar year 
following the calendar year in which the notice was provided by 
warrant from the Economic Development Incentive Fund funded by a 
transfer from general revenue. 

(vii)(a) Tax credits under this section sold or transferred for value 
to the State of Arkansas are extinguished upon payment of the 
purchase price as if claimed against the tax imposed by the Income 
Tax Act of 1929, § 26-51-101 et seq. 

(b)(1) In the event the State of Arkansas fails to timely pay the 
purchase price, as required in subdivision (c)(3)(D)(vi) of this section, 
for the tax credits included in the notice required in subdivision 
(c)(3)(D)(v) of this section, the public retirement system may, before 
the end of the taxable year following the taxable year in which a 
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failure to pay occurs, sell or transfer for value such tax credits to one 
(1) or more persons. Such person or persons may claim such tax 
credits in accordance with applicable law, provided however, any tax 
credits sold or transferred for value to such person or persons under 
this subdivision (c)(3)(D)(vii)(6) shall not expire before the later of the 
end of: 

(A) The carry-forward period for such tax credits under applicable 
law; or 

(B) The third taxable year following the year in which such tax 
credits were sold or transferred for value pursuant to this section. 

(2) The sale or transfer of tax credits under this subdivision 
(c)(3)(D)(vii)(6) shall be confirmed in writing by a legal opinion issued 
by the department under the rules promulgated by the department. 

(E) An expansion project or a manufacturing facility that does not 
meet the requirements to be a qualified expansion project or a 
qualified steel specialty products manufacturing facility is not subject 
to this subdivision (c)(3) and is eligible to receive the tax credits 
otherwise provided in this section and § 26-51-1215. 

(F)i)(a) A tax credit under this subdivision (c)(3) shall not be 
authorized without: 

(1) A cost-benefit analysis, including an analysis of any other 
incentives offered by the State of Arkansas with request to the project 
subject to the tax credit, as certified by the Director of the Arkansas 
Economic Development Commission in consultation with the Chief 
Fiscal Officer of the State; and 

(2) The performance and claw back agreement required under 
subdivision (c)(3)(F)@i) of this section. 

(b) The total amount of tax credits that may be authorized under 
this subdivision (c)(3) shall not exceed the amount determined by the 
cost-benefit analysis required under this section: 

(ii)(a)(1) A tax credit authorized under this subdivision (c)(3) shall 
be subject to a performance and claw back agreement between the 
taxpayer and the Arkansas Economic Development Commission. 

(2)(A) The performance and claw back agreement required under 
this subdivision (c)(3)(F)(i) shall be subject to the approval of the 
Chief Fiscal Officer of the State to ensure that the cost-benefit 
analysis required under this section is met and maintained for a test 
period of the longer of the life of the tax credits or fourteen (14) years. 

(B) However, the test period described in this subdivision 
(c)(3)(F)Gi) shall not be longer than fifteen (15) years. 

(b) The performance and claw back agreement required under this 
subdivision (c)(3)(F)(ii) shall include without limitation the: 

(1) Capital investment for the project; 

(2) New full-time direct positions and independent direct positions 
as those terms are defined in Acts 2013, No. 1084, § 8, created by the 
project; 

(3) Annual salary requirements for the new full-time direct posi- 
tions and independent direct positions as those terms are defined in 
Acts 2013, No. 1084, § 8, created by the project; 
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(4) Timeline for fulfilling the investment of job creation targets 
stated in the performance and claw back agreement; and 

(5) Conditions for the claw back provisions, which shall be trig- 
gered if, during the test period stated in this subdivision (c)(3)(F)(ii), 
the taxpayer: 

(A) Does not meet the required targets of the project related to 
capital investment, job creation, timeline, or annual salary amounts; 
or 

(B) Fails to maintain a positive cost-benefit analysis. 

(d) To claim the benefits of this section, a taxpayer must obtain a 
certification from the Director of the Division of Environmental Quality 
certifying to the Revenue Division of the Department of Finance and 
Administration that: 

(1) The taxpayer is engaged in the business of reducing, reusing, or 
recycling solid waste material for commercial purposes, whether or not 
for profit; 

(2) The machinery or equipment purchased is waste reduction, 
reuse, or recycling equipment; 

(3) The machinery or equipment is being used in the collection, 
separation, processing, modification, conversion, treatment, or manu- 
facturing of products containing at least fifty percent (50%) recovered 
materials, provided that at least ten percent (10%) of the recovered 
materials shall be post-consumer waste; and 

(4) The taxpayer has filed a statement with the director acknowledg- 
ing that the taxpayer will make a good faith effort to utilize post- 
consumer waste generated in Arkansas as at least ten percent (10%) of 
the post-consumer waste being used in the equipment, to the extent 
available at a competitive price. 

(e)(1) The amount of the credit allowed under subsection (c) of this 
section shall be equal to thirty percent (30%) of the cost of waste 
reduction, reuse, or recycling equipment, including the cost of installa- - 
tion. 

(2) The cost of installation shall not include the cost of: 

(A) Feasibility studies; 

(B) Engineering costs of a building to house the equipment and 
related machinery; or ? 

(C) Equipment used to service the waste reduction, reuse, or 
recycling equipment. 

(3)(A) The cost of replacement parts which serve only to keep 

existing waste reduction, reuse, or recycling equipment in its ordi- 

nary efficient operating condition shall not be included in determin- 
ing the amount of the credit. 

(B) The cost of replacement of existing waste reduction, reuse, or 
recycling equipment shall not be included in determining the amount 
of the credit unless the replacement provides greater capacity for 
recycling or provides, the capability to collect, separate, process, 
modify, convert, treat, or manufacture additional or a different type of 
solid waste. 
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(4) The cost of service contracts, sales tax, maintenance, and repairs 
shall not be included in determining the amount of the credit. 

(f)(1) The taxpayer shall refund the amount of the tax credit deter- 
mined by subdivision (f)(2) of this section if, within three (3) years of the 
taxable year for which a credit is allowed: 

(A) The waste reduction, reuse, or recycling equipment is removed 
from Arkansas, is disposed of, is transferred to another person, or the 
taxpayer otherwise ceases to use the required materials or operate in 
the manner required by this section; or 

(B) The director finds that the taxpayer has demonstrated. a 
pattern of intentional failure to comply with final administrative or 
judicial orders which clearly indicates a disregard for environmental 
regulation or a pattern of prohibited conduct which could reasonably 
be expected to result in adverse environmental impact. 

(2) If the provisions of subdivision (f)(1) of this section apply, the 
taxpayer shall refund the amount of the tax credit which was deducted 
from income tax liability which exceeds the following amounts: 

(A) Within the first year, zero dollars ($0.00); 

(B) Within the second year, an amount equal to thirty-three 
percent (33%) of the amount of credit allowed; and 

(C) Within the third year, an amount equal to sixty-seven percent 
(67%) of the credit allowed. 

(3) Any refund required by subdivision (f)(1)(A) of this section shall 
apply only to the credit given for the particular waste reduction, reuse, 
or recycling equipment to which subdivision (f)(1)(A) of this section 
applies. 

(4) Any taxpayer who is required to refund part of a credit pursuant 
to this subsection shall no longer be eligible to carry forward any 
amount of that credit which had not been used as of the date such 
refund is required. 

(5) This subsection shall apply to all credits which are certified as a 
result of applications for certification filed with the Division of Envi- 
ronmental Quality on or after July 1, 1993. 

(g)(1) Waste reduction, reuse, or recycling equipment shall only be 
eligible for one (1) tax credit. 

(2) The sale or transfer of waste reduction, reuse, or recycling 
equipment shall not recreate the eligibility for a tax credit. 

(h)(1) In the case of a proprietorship or partnership engaged in the 
business of waste reduction, reuse, or recycling of solid waste, the 
amount of the credit determined under this section for any taxable year 
shall be apportioned to each proprietor or partner in proportion to the 
amount of income from the entity witich the proprietor or partner is 
required to include as gross income. 

(2) In the case of a Subchapter S corporation, as allowed by § 26-51- 
409, the amount of the credit determined under this section. for any 
taxable year shall be apportioned among the persons who are share- 
holders of the corporation on the last day of the taxable year based on 
each person’s percentage of ownership. 
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(3) In the case of an estate or trust: 

(A) The amount of the credit determined under this section for any 
taxable year shall be apportioned between the estate or trust and the 
beneficiaries on the basis of the income of the estate or trust allocable 
to each; and 

(B) Any beneficiary to whom any amount has been apportioned 
under this subsection shall be allowed, subject to limitations con- 
tained in this section, a credit under this section for the amount. 
(i(1) The amount of the credit that may be used by a taxpayer for a 

taxable year may not exceed the amount of state, individual, or 
corporate income tax otherwise due. 

(2) Any unused credit may be carried over for a maximum of three (3) 
consecutive years following the taxable year in which the credit 
originated. 

(j) A taxpayer who receives a credit under this section shall not be 
entitled to claim any other state or local tax credit or deduction based 
on the purchase of the machinery or equipment, except for the deduc- 
tion for normal depreciation. 

(k)(1)(A) The Division of Environmental Quality and the Revenue 

Division of the Department of Finance and Administration shall 

promulgate rules as are necessary to administer this section. 

(B) These rules may include, but are not limited to, the establish- 
ment of technical specifications and of requirements for information 
and documentation for taxpayers seeking a credit under this section 
and shall encourage, but not require, the use of Arkansas contractors 
and post-consumer waste generated in Arkansas in recycling projects 
which qualify for credits provided by this section. 

(2) In order to determine eligibility for the credit or to ensure that 
the machinery or equipment is being utilized in the required manner, 
each agency shall have the right to inspect facilities and records of a 
taxpayer requesting or receiving a credit under this section. 

(1) Any person or legal entity aggrieved by a decision of the director 
under subsection (d) of this section or subdivision (f)(1)(B) of this section 
may appeal to the Arkansas Pollution Control and Ecology Commission 
through administrative procedures adopted by the Arkansas Pollution 
Control and Ecology Commission and to the courts in the manner 
provided in §§ 8-4-222 — 8-4-229. 


History. Acts 1991, No. 748, § 1; 1993, 
No. 654, § 1; 1999, No. 1164, §§ 185-188; 
2007, No. 827, § 218; 2015, No. 862, § 2; 
2017, No. 1046, §§ 2, 3; 2019, No. 315, 
§ 2968; 2019, No. 910, § 3253-3257; 2021, 
No. 483, § 8; 2021, No. 895, §§ 1, 2. 

Amendments. The 2021 amendment 
by No. 483 inserted “used” in (b)(2). 

The 2021 amendment by No. 895 sub- 
stituted “2021” for “2017” in (b)(11)(A); 


inserted “or similar” in (b)(11)(C); substi- 
tuted “2023” for “2018” in (b)(11)(G); and 
substituted “qualified steel specialty prod- 
ucts manufacturing facility” for “qualified 
expansion project” in the introductory lan- 
guage of (c)(3)(D)(@iii)(c). 

Effective Dates. Acts 2021, No. 895, 
§ 3: “Sections 1 and 2 of this act are 


_ effective for tax years beginning on or 


after January 1, 2021.” 
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26-51-515. Work on cold cases by retired law enforcement offi- 
cers. [Effective January 1, 2022.] 


(a)(1) Subject to the restrictions stated in this section, there is 
allowed an income tax credit against the income tax imposed under this 
chapter for up to three thousand five hundred dollars ($3,500) for work 
performed by the taxpayer on behalf of the Division of Arkansas State 
Police to investigate one (1) or more cold cases. 

(2)(A) A taxpayer who works at least one thousand (1,000) hours 

investigating one (1) or more cold. cases on behalf of the division 

during the tax year may claim the full amount of the credit allowed 
under subdivision (a)(1) of this section. 

(B) A taxpayer who works less than one thousand (1,000) hours 
investigating one (1) or more cold cases on behalf of the division 
during the tax year may claim a pro rata share of the credit allowed 
under subdivision (a)(1) of this section based on the number of hours 
the taxpayer worked investigating one (1) or more cold cases on 
behalf of the division during the tax year compared to one thousand 
(1,000) hours. 

(b) At the discretion of the division, an individual may work as a: 

(1)(A) Volunteer to investigate one (1) or more cold cases on behalf of 

the division. 

(B) An individual who works as a volunteer under this subsection 
is not an employee of the division, and the only benefit accruing to the 
individual is the tax credit allowed under this section; or 
(2) Temporary or part-time employee of the division for an hourly 

rate determined by the division, not to exceed the rates of pay provided 
in the Uniform Classification and Compensation Act, § 21-5-201 et seq. 

(c) The amount of the income tax credit under this section that may 
be claimed by the taxpayer in a tax year shall not exceed the amount of 
income tax due by the taxpayer. 

(d) Any unused income tax credit under this section may be carried 
forward for two (2) consecutive tax years following the tax year in which 
the income tax credit was earned. 

(e)(1) To be eligible to claim a tax credit under this section, a 
taxpayer shall: 

(A) Be a retired law enforcement officer; and 

(B) Apply to the division for an eligibility certificate, which shall be 
attached to the taxpayer’s return for the tax year in which the tax 
credit is claimed. | 
(2) The division shall maintain an ongoing record of the eligibility 

certificates awarded under this section each fiscal year. 

(3) The division shall issue eligibility certificates for the number of 
hours worked by each taxpayer for the tax credit allowed under this 
section only up to a total of twenty-five thousand dollars ($25,000) for 
all taxpayers in each fiscal year on a first-come, first-served basis. 

(f) The Director of the Division of Arkansas State Police shall: 

(1) Promulgate rules to implement this section; and 
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(2) Consult with the Department of Finance and Administration in 
promulgating rules under this section. 


History. Acts 2021, No. 841, § 1. 
Effective Dates. Acts 2021, No. 841, 
§ 2: “Section 1 of this act is effective for 


tax years beginning on or after January 1, 
2022.” 


26-51-516. Paisley’s Law — Stillborn child tax credit — Defini- 


tion. 


(a) This section shall be known and may be cited as “Paisley’s Law”. 
(b) There is allowed an income tax credit against the income tax 
imposed by this chapter in the amount of five hundred dollars ($500) for 


a stillborn child: 


(1) Who was in gestation for twenty (20) weeks or more; 
(2) For whom a certificate of birth resulting in stillbirth has been 


issued under § 20-18-410; and 


(3) Who would have been a dependent of the taxpayer during the 


taxable year. 


(c) The income tax credit allowed under this section may be claimed 
only for the taxable year in which the birth resulting in stillbirth occurs. 

(d) The amount of the income tax credit under this section that may 
_ be claimed by the taxpayer in a taxable year shall not exceed the 
amount of income tax due by the taxpayer. 

(e) As used in this section, “stillbirth” means the same as defined in 


§ 20-18-410. 


History. Acts 2021, No. 935, § 1. 
Effective Dates. Acts 2021, No. 935, 
§ 2: “Section 1 of this act is effective for 


tax years beginning on or after January 1, 
2021.” 


SUBCHAPTER 8 — Tax RETURNS 


SECTION. 

26-51-801. Returns by individuals — 
Definitions. 

26-51-806. Filing returns — Time and 
place — Forms — Defini- 
tions. 

26-51-807. Filing returns — Extensions 
of time. 


Effective Dates. Acts 2021, No. 143, 
§ 4: effective for tax years beginning on or 
after January 1, 2021. 

Acts 2021, No. 629, § 3: “Section 2 of 
this act is effective for tax years beginning 
on or after January 1, 2021.” 

Acts 2021, No. 6385, § 2, provided: 
“SUSPENSION OF CURRENT LAW — 
EXPIRATION OF ACT. 


SECTION. 

26-51-810. Forms provided to tax practi- 
tioners. 

26-51-817. Filing returns — Limited li- 
ability company. 


“(a) This act is cumulative of existing 
laws and does not repeal but merely sus- 
pends any law in conflict with this act, 
including without limitation § 26-51-806. 

“(b) The provisions of this act are tem- 
porary and expire on May 18, 2021. 

“(c) On and after May 18, 2021, the 
provisions of law suspended by this act 
shall be in full force and effect. 
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“(d) The expiration of this act shall not 
affect rights acquired under this act or 
affect suits then pending.” 

Acts 2021, No. 635, § 3: Apr. 12, 2021. 
Emergency clause provided: “It is found 
and determined by the General Assembly 
of the State of Arkansas that it is in the 
interest of the taxpayer to temporarily 
change the current deadline for filing and 
paying state income tax for certain tax- 
payers as a result of the federal income 
tax changes to address public health and 
financial issues related to the coronavirus 


2019 (COVID-19) pandemic; that the fed- » 


eral government has amended the time 
for filing federal income tax returns to 
May 17 due to the coronavirus 2019 (CO- 
VID-19) pandemic; that different federal 
and state income tax filing deadlines will 


26-51-801 


create additional confusion and place a 
burden on Arkansas taxpayers; and that it 
is necessary to make immediate changes 
to the filing deadline to alleviate the fi- 
nancial burden on Arkansas taxpayers 
before the April 15 deadline. Therefore, an 
emergency is declared to exist, and this 
act being immediately necessary for the 
preservation of the public peace, health, 
and safety shall become effective on: (1) 
The date of its approval by the Governor; 
(2) If the bill is neither approved nor 
vetoed by the Governor, the expiration of 
the period of time during which the Gov- 
ernor may veto the bill; or (3) If the bill is 
vetoed by the Governor and the veto is 
overridden, the date the last house over- 
rides the veto.” 


26-51-801. Returns by individuals — Definitions. 


(a) Every person owning property or doing business in the State of 


Arkansas shall file a return with the Secretary of the Department of 
Finance and Administration showing his or her gross income and the 
deductions or credits allowed by §§ 26-51-301 and 26-51-436 if he or she 
has a gross income of: 

(1) Three thousand nine hundred ninety-nine dollars ($3,999) if 
married and not filing jointly or married but living apart from the 
spouse at the end of the income year or on the date the spouse died; 

(2) Seven thousand eight hundred dollars ($7,800) if single and 
under sixty-five (65) years of age; 

(3) Nine thousand three hundred dollars ($9,300) if single and 
sixty-five (65) years of age or over; 

(4) Twelve thousand one hundred dollars ($12,100) if head of house- 
hold and under sixty-five (65) years of age; | 

(5) Thirteen thousand dollars ($13,000) if head of household and 
sixty-five (65) years of age or over; 

(6) Fifteen thousand five hundred dollars ($15,500) if married, filing 
jointly, and both spouses are under sixty-five (65) years of age; 

(7) Fifteen thousand six hundred dollars ($15,600) if married, filing 
jointly, and one (1) spouse is sixty-five (65) years of age or older; 

(8) Sixteen thousand two hundred dollars ($16,200) if married, filing 
jointly, and both spouses are sixty-five (65) years of age or over; 

(9) Fifteen thousand five hundred dollars ($15,500) if a surviving 
spouse with a dependent child and under sixty-five (65) years of age; or 

(10) Sixteen thousand dollars ($16,000) if a surviving spouse with a 
dependent child and sixty-five (65) years of age or over. 

(b). If a husband and wife are living together and have an aggregate 
gross income of fifteen thousand five hundred dollars ($15,500) or over, 
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each shall make a return unless the income of each is included in a 
single joint return. 

(c) If a taxpayer is unable to make his or her own return, the return 
shall be made by an authorized agent or by the sunrdian or other 
person charged with the care of the taxpayer or estate of the taxpayer. 

(d) As used in this section: 

(1) “Dependent” means the same as defined in 26 U.S.C. § 152, as in 
effect on January 1, 2007; 

(2) “Head of household” means the same as defined in 26 U.S.C. 
§ 2(b), as in effect on January 1, 2005; 

(3) “Jointly” means filing a joint return; and 

(4) “Surviving spouse” means the same as defined in 26 U.S.C. 
§ 2(a), as in effect on January 1, 2005. 

(e) If a person is not required to file a return, the person must 
complete and submit to his or her employer a statement to that effect on 
forms approved by the secretary in order to be exempt from the state 
withholding tax. 


History. Acts 1929, No. 118, Art. 4, 
§ 17; Pope’s Dig., § 14040; Acts 1939, No. 
140, § 2; 1947, No. 335, § 4; 1957, No. 20, 
§ 3; 1979, No. 114,§ 1;A.S.A. 1947, § 84- 
2022; Acts 1991, No. 95, § 1; 1999, No. 
1131, § 1; 2005, No. 675, § 16; 2007, No. 
218.8 "35; 2Z019,-No. 310, 98° 3751, 3iloz: 
2021, No. 483, §§ 9, 10. 

Amendments. The 2021 amendment 


deleted “§ 26-51-302 [repealed]” in the 
introductory language of (a) following “26- 
51-301”; in (a)(9) and (10), substituted 
“surviving spouse” for “qualifying widow 
or widower’; and substituted “‘Surviving 
spouse’ means the same” for “‘Qualifying 
widow or widower with a dependent child’ 
means the ‘surviving spouse’” in (d)(4). 


26-51-806. Filing returns — Time and place — Forms — Defini- 


tions. 


(a)(1) Returns shall be in the form the Secretary of the Department 
of Finance and Administration prescribes and shall be filed with the 


secretary’s office at Little Rock. 


(2) Returns for all income taxes other than cooperative associations 
and exempt organizations shall be filed as follows: 
(A) If covering the preceding calendar year, on or before April 15; 


or 


(B) If covering a fiscal year, on or before the expiration of three and 
one-half (312) months after the closing date of the period covered. 
(3)(A) Returns for cooperative association income tax shall be filed as 


follows: 


(i) If covering the preceding calendar year, on or before pentember 


15; or 


a If covering a fiscal year, on or before the expiration of eight and 
one-half (8/2) months after the closing date of the period covered. 


(B) As used in this section, 


“cooperative association” means a 


cooperative association as da ceribesl in 26 U.S.C. § 1381(a) as in 


effect on January 1, 2003. 
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(4)(A) Returns for an exempt organization that is required to file an 
income tax return shall be filed as follows: 

(i) If covering the preceding calendar year, on or before May 15; or 

(ii) If covering a fiscal year, on or before the expiration of four and 
one-half (44%) months after the closing date of the period covered. 

(B) As used in this section, “exempt organization” means an 
organization as described in § 26-51-3083. 

(b)(1) The secretary shall cause to be prepared blank forms for the 
returns and shall cause them to be furnished upon application, but 
failure to receive or secure the forms shall not relieve any taxpayer from 
the obligation of making any return required by the Income Tax Act of 
1929, § 26-51-101 et seq. 

(2) As far as possible and practicable for filing returns for income tax, 
the secretary shall use the same form of blanks as is used by the United 
States down to the net income part of the form. 

(c)(1) In filing an income tax return in the State of Arkansas, a 
taxpayer shall not be required to execute any affidavit or other 
statement under oath, but shall make the following statement, which 
shall be annexed to the return: 

“I declare, under the penalties of perjury, that the foregoing 
statements are true to the best of my knowledge and belief and that 
all my .... income is reported hereon.” 

(Year) 

(2) The statement shall be signed by the taxpayer filing the return. 

(d)(1) Every corporation filing a return under the Income Tax Act of 
1929, § 26-51-101 et seq., shall attach to the return a completed copy of 
its federal tax return for the same income year, including all schedules 
and attachments. 

(2) As used in this subsection, “corporation” means a Subchapter C 
corporation as defined in 26 U.S.C. § 1361(a), in effect January 1, 1989. 

(e)(1) A tax practitioner that files a taxpayer’s federal income tax 
return electronically shall also file the taxpayer’s Arkansas income tax 
return electronically. 

(2) The secretary may waive the electronic filing requirement under 
subdivision (e)(1) of this section if the secretary determines that filing 
a taxpayer’s Arkansas income tax return electronically would cause an 
undue hardship on the tax practitioner. 


History. Acts 1929, No. 118, Art. 4, § 22; 
1929, No. 118, Art. 9, § 43; 1935, No. 23, 
§ 1; 19387, No. 183, § 1; Pope’s Dig., 
§§ 14045, 14066; Acts 1947, No. 158, § 1; 
1979, No. 600, § 1; 1981, No. 403, § 1; 
A.S.A. 1947, §§ 84-2027, 84-2028, 84-2048; 
Acts 1989, No. 826, § 7; 2003, No. 774, § 2; 
2007, No. 369, §§ 3, 4; 2015, No. 896, § 6; 
2019, No. 910, §§ 3736, 3737; 2021, No. 
143, § 2; 2021, No. 635, § 1. 

A.C.R.C. Notes. The amendment by 


Acts 2021, No. 635, § 1, which was effec- 
tive April 12, 2021, and expired May 18, 
2021, rewrote (a)(2)(A) to read: 

“(A) If covering the preceding calendar 
year: 

“G) For a Subchapter C corporation, on 
or before April 15; and 

“(ii) For all other taxpayers, on or be- 
fore May 17; or” 

Amendments. The 2021 amendment 
by No. 143 added (e). 


26-51-807. 


The 2021 amendment by No. 635, which 
was effective April 12, 2021, and expired 
May 18, 2021, rewrote (a)(2)(A) as set out 
in the A.C.R.C. note. 

Effective Dates. Acts 2021, No. 143, 
§ 4: effective for tax years beginning on or 
after January 1, 2021. 

Acts 2021, No. 635, § 2, provided: 
“SUSPENSION OF CURRENT LAW — 
EXPIRATION OF ACT. 

“(a) This act is cumulative of existing 
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laws and does not repeal but merely sus- 
pends any law_in conflict with this act, 
including without limitation § 26-51-806. 

“(bo) The provisions of this act are tem- 
porary and expire on May 18, 2021. 

“(¢c) On and after May 18, 2021, the 
provisions of law suspended by this act 
shall be in full force and effect. 

“(d) The expiration of this act shall not 
affect rights acquired under this act or 
affect suits then pending.” 


26-51-807. Filing returns — Extensions of time. 


(a)(1) Any person who requests an automatic extension of time for 
filing a federal income tax return and who attaches a copy of the request 
to the corresponding state income tax return shall be granted an 
extension of time until one (1) month after the due date of the federal 
income tax return to file the corresponding state income tax return. 

(2) Any person who receives an extension of time for filing a federal 
income tax return in addition to,an automatic extension, and. who 
attaches a copy of the document granting the federal extension to the 
corresponding state income tax return, shall be granted an extension of 
time until one (1) month after the due date of the federal income tax 
return to file the corresponding state income tax return. 

(b)(1) The Secretary of the Department of Finance and Administra- 
tion shall assess the taxpayer interest at the rate of ten percent (10%) 
per annum on the amount of tax finally determined to be due. 

(2)(A)G) The interest on income tax other than corporation income 

tax may be computed from April 16 if the return covers the preceding 

calendar year. 

(ii) If the return covers a fiscal year, interest shall be computed 
from the day following the expiration of three and one-half (37) 
months after the closing date of the period covered. 

(B) The interest on corporation income tax shall be computed as 
follows: 

(i) If the return covers a calendar year, from March 16; or 

(ii) If the return covers a fiscal year, from the day following the 
expiration of two and one-half (24%) months after the closing date of 
the period covered. 

(c) The secretary may grant a taxpayer’s written request to esd 
the time for filing a corporation income tax return for a period of time 
not to exceed sixty (60) days in addition to the extensions provided in 
subsection (a) of this section that correspond to the extensions for filing 
a federal return. 

(d) The secretary may promulgate rules granting automatic exten- 
sions of time to file income tax returns and information returns without 
the taxpayer being required to submit a written application, a copy of 
the federal request for extension, or a copy of the document granting the 
federal extension if the secretary determines that such requirements 
are unnecessary for the administration of the income tax laws. 
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History. Acts 1929, No. 118, Art. 4, 
§ 22; 1935, No. 23, § 1; 1937, No. 183, 
§ 1; Pope’s Dig., § 14045; Acts 1979, No. 
600, § 1; 1981, No. 408, § 1; 1983, No. 
832, § 1; A.S.A. 1947, § 84-2027; Acts 
1991, No. 685, § 9; 2003, No. 774, § 3; 
2007, No. 369, § 2; 2019, No. 315, § 2970; 
2019, No. 910, §§ 3738, 3739; 2021, No. 
629, § 2. 

A.C.R.C. Notes. Acts 2021, No. 629, 
§ 1, provided: “Legislative finding and in- 
tent. 

“(a) The General Assembly finds that 
having the additional extended deadline 
for an Arkansas income tax return occur 
on the same date as the additional ex- 
tended federal return deadline imposes a 
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compliance burden on taxpayers and tax 
professionals. 

“(b) It is the intent of the General As- 
sembly to extend the additional extended 
Arkansas income tax return deadline by 
one (1) month to provide additional time 
for more accurate preparation of the Ar- 
kansas income tax return after the federal 
income tax return is completed and filed.” 

Amendments. The 2021 amendment 
inserted “one (1) month after” in (a)(1) and 
(a)(2). 

Effective Dates. Acts 2021, No. 629, 
§ 3: “Section 2 of this act is effective for 
tax years beginning on or after January 1, 


2021.” 


26-51-810. Forms provided to tax practitioners. 


The Secretary of the Department of Finance and Administration may 
impose a postage fee sufficient to defray the cost of postage for mailing 


out tax forms to tax practitioners. 


History. Acts 1968 (1st Ex. Sess.), No. 
61, § 5; A.S.A. 1947, § 84-2027.1; Acts 
1995, No. 1160, § 25; 2019, No. 910, 
§ 3742. 2021, No. 143, '$°3: 

Amendments. The 2021 amendment 


repealed previous (b) and removed the (a) 
designation. 

Effective Dates. Acts 2021, No. 143, 
§ 4: effective for tax years beginning on or 
after January 1, 2021. 


26-51-817. Filing returns — Limited liability company. 


(a) A limited liability company and its member or members shall be 
classified and taxed for Arkansas income tax purposes in the same 
manner as the limited liability company and its member or members 
are classified and taxed for federal income tax purposes. 

(b) Subsection (a) of this section does not apply to a limited liability 
company and its member or members electing to pay income tax under 
the Elective Pass-Through Entity Tax Act, § 26-65-101 et seq. 


History. Acts 2021, No. 1041, § 33. 


SUBCHAPTER 9 — ARKANSAS INCOME Tax WiTHHOLDING AcT oF 1965 


SECTION. 

26-51-902. Definitions. ) 

26-51-905. Withholding of tax. [Effective 
if contingency in Acts 
2021, No. 283, § 3 is met.] 


Effective Dates. Acts 2021, No. 283, § 
3. Contingent effective date clause pro- 


SECTION. 
26-51-920., Casinos —. Withholding and 
reporting. 


vided: “The withholding allowed under 
this act shall not occur until: 


26-51-902 


“(1)(A) The Director of the Division of 
Workforce Services notifies the Secretary 
of the Department of Finance and Admin- 
istration that the Division of Workforce 
Services’ computer technology and infor- 
mation. management systems are pre- 
pared to carry out withholding under this 
act; and 

“(B) The withholding program created 
by this act is approved by the United 
States Secretary of Labor or the United 
States Secretary of Labor determines ap- 
proval is not necessary. 

“(2)(A) Upon occurrence of the events 
in subdivision (1) of this section, the Sec- 
retary of the Department of Finance and 
Administration shall make a proclama- 
tion that withholding under this act shall 
begin on the first day of the calendar 
month following the proclamation. 

“(B) Withholding under this act shall 
begin on the first day of the calendar 
month following the secretary’s proclama- 
tion. 

“(3) The director and the Secretary of 
the Department of Finance and Adminis- 


26-51-902. Definitions. 
As used.in this subchapter: 


TAXATION 


68 


tration shall cooperate to request the 
United States Secretary of Labor’s ap- 
proval of the withholding program created 
under this act.” 

Acts 2021, No. 1019, § 5(b): May 1, 
2021. Effective date clause provided: “Sec- 
tion 4 of this act is effective on the first 
day of the calendar month following the 
effective date of this act.” 

Acts 2021, No. 1019, § 6: Apr. 29, 2021. 
Emergency clause provided: “It is found 
and determined by the General Assembly 
of the State of Arkansas that employers 
and employees face unintended income 
taxation. Therefore, an emergency is de- 
clared to exist, and this act being immedi- 
ately necessary for the preservation of the 
public peace, health, and safety shall be- 
come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 
during which the Governor may veto the 
bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto.” 


(1) “Agricultural labor” means agricultural labor as defined in 26 
U.S.C. § 3121(g), as in effect January 1, 1993; 

(2) “Calendar quarter” means the period of three (3) consecutive 
months ending on March 31, June 30, September 30, or December 31; 

(3) “Division” means the Revenue Division of the Department of 
Finance and Administration of the State of Arkansas; 

(4) “Employee” means any individual subject to the Income Tax Act 
of 1929, § 26-51-101 et seq., who performs or performed services for an 
employer and receives wages for the services; 

(5) “Employer” means a person doing business in or deriving income 


from sources within this state who has control of the payment of wages 
to an individual for services performed, a person doing business in or 
deriving income from sources outside this state who has control of the 
payment of wages to an individual for services performed within this 
state, or a person who is the officer or agent of the person having control 
of the payment of wages; 

(6) “Estimated tax” means the amount by which the tax liability of 
the taxpayer under the Income Tax Act of 1929, § 26-51-101 et seq., can 
reasonably be expected to exceed the amount withheld from wages of 
the taxpayer pursuant to this subchapter during the income year; 
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(7)(A) “Income year” means the calendar or fiscal year upon the basis 
of which the net income of the taxpayer is computed under the 
Income Tax Act of 1929, § 26-51-101 et seq. 

(B) If no fiscal year has been established, it means the calendar 
year; 

(8) [Repealed.] 

(9) “Person” means individuals, fiduciaries, corporations, partner- 
ships, limited liability companies, associations, the state and its politi- 
cal subdivisions, and the federal government and its agencies and 
instrumentalities; 

(10) “Taxpayer” means any individual, fiduciary, corporation, part- 
nership, limited lability company, or other legal entity subject to the 
reporting requirements of the Income Tax Act of 1929, § 26-51-101 et 
seq.; 

(11)(A) “Transient employer” means an employer who is not a resi- 
dent of this state and who temporarily engages in any activity within 
this state for the production of income. 

(B) Without intending to exclude others that may come within the 
definition of “transient employer” in subdivision (11)(A) of this 
section, any nonresident employer engaging in any such activity 
within this state which, as of any date, cannot be reasonably expected 
to continue for a period of eighteen (18) consecutive months shall be 
deemed to be temporarily engaged in such activity; and 
(12) “Wages” means remuneration in cash or other form for services 

performed by an employee for an employer, except that it shall not 

include remuneration paid: 

(A) For domestic service in a private home, local college club, or 
local chapter of a college fraternity or sorority; 

(B)G) For agricultural labor, except that an agricultural employer 
who pays wages as defined in 26 U.S.C. § 3121(a), as in effect on 
January 1, 1993, to four (4) or more employees during any reporting 
period shall be required to collect, account for, and pay over Arkansas 
income taxes for that reporting period. 

(ii) An employer who pays wages for agricultural labor to three (3) 
or fewer employees during any reporting period shall have the option 
to collect, account for, and pay over Arkansas income taxes for each 
reporting period if the employer so chooses; 

(C) For services not in the course of the employee’s trade or 
business performed by an employee in any calendar quarter unless 
the remuneration paid for such services is one hundred fifty dollars 
($150) or more; 

(D) For services performed by an ordained, commissioned, or 
licensed minister of a church in the exercise of his or her ministry or 
by a member of a religious order performing duties required by the 
religious order; 

(E) For active service performed in a month in which the employee 
is entitled to the benefits in 26 U.S.C. § 112, adopted by § 26-51-306, 
to the extent remuneration for the service is excludable from gross 
income under § 26-51-306; 
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(F) For services performed for an employer by a United States 
citizen if it is reasonable to believe when the remuneration is. paid 
that the remuneration will be excludable from gross income under 26 
U.S.C. § 911, adopted by § 26-51-310; 

(G) For services performed by an individual under eighteen (18) 
years of age delivering or distributing newspapers or shopper’s news, 
excluding the delivery or distribution of the newspapers or shopper’s 
news to a destination for subsequent delivery or distribution; 

(H) For services performed by an individual selling newspapers or 
magazines to consumers under an arrangement in which the news- 
papers or magazines are sold at a fixed price with the individual’s 
compensation equal to the excess of the ‘fixed price over the amount 
the individual pays for the newspaper or magazines, regardless of 
whether the individual is guaranteed a minimum amount of compen- 
sation or entitled to a credit for the unsold newspapers or magazines 
returned; 

(I) For services performed by an individual that are not in the 
course of the employer’s trade or business if the remuneration is paid 
in any medium other than cash; 

(J) To an employee or his or her beneficiary: 

(i) From a trust or to a trust exempt from tax under § 26-51-308 
unless the payment is rendered to an employee of the trust as 
remuneration for services rendered by the employee and not as a 
beneficiary of the trust; 

(ii) Under an annuity plan or to an annuity plan under. 26 U.S.C. 
§ 403(a), adopted by § 26-51-414; 

(iii) Under 26 U.S.C. §§ 402(h)(1) and (2), adopted by § 26-51-414, 
if it is reasonable to believe at the time of payment that the payment 
will be excluded under § 26-51-414; 

(iv) Under 26 U.S.C. § 408(p), adopted by § 26-51-414; or 

(v) Under an eligible deferred compensation plan or paid to an 
eligible deferred compensation plan under 26 U.S.C. § 457(b), main- 
tained by an eligible employer under 26 U.S.C. § 457(e)(1)(A), as 
those sections are adopted by § 26-51-414; 

(K) In the form of group-term life insurance on the life of an 
employee; 

(L) To or on behalf of an employee if it is reasonable to believe at 
the time of payment that a corresponding deduction is allowed under 
§ 26-51-423 with the exception of 26 U.S.C. § 274(n), adopted by 
§ 26-51-423(b); 

(M) As tips in any medium other than cash; 

(N) As cash tips to an employee received in the course of employ- 
ment in any calendar month unless the amount of the cash tips is 
twenty dollars ($20.00) or more; 

(O) For any benefit provided to an employee if it is reasonable to 
believe that the benefit is excluded from income under § 26-51- 
404(a)(4),. § 26-51-404(b)(12),.. § 26-51-404(b)(19), or § 26-51- 
404(b)(20); 
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(P) For any medical reimbursement made to an employee or for the 
benefit of an employee under a self-insured medical reimbursement 
plan under 26 U.S.C. § 105(h)(6), adopted by § 26-51-404; and 

(Q) For any payment made to an employee or for the benefit of an 
employee if it is reasonable to believe that the payment is excluded 
from income under 26 U.S.C. § 106(b), adopted by § 26-51-404. 


History. Acts 1965, No. 132, § 2; 1967, 
No. 15, § 1; 1981, No. 917, § 1; A.S.A. 
1947, § 84-2075; Acts 1989, No. 826, § 35; 
1993, No. 1205, §§ 1, 2; 1995, No. 1160, 
§ 20; 2005, No. 1309, § 3; 2019, No. 910, 
§ 3752; 2021, No. 483, § 11; 2021, No. 
1019, § 4. 

A.C.R.C. Notes. Acts 2021, No. 1019, 


§ 1, provided: “Legislative intent. It is the © 


intent of the General Assembly to clarify 
that nonresident income is _ allocated 
based on where the employee is located 
when performing the work associated 
with the income.” 


Amendments. The 2021 amendment 
by No. 483 repealed the defined term 
“payroll period”. 

The 2021 amendment by No. 1019 in- 
serted “a person doing business in or de- 
riving income from sources outside this 
state who has control of the payment of 
wages to an individual for services per- 
formed within this state” in (5). 

Effective Dates. Acts 2021, No. 1019, 
§ 5(b): May 1, 2021. Effective date clause 
provided: “Section 4 of this act is effective 
on the first day of the calendar month 


following the effective date of this act.” 


26-51-9005. Withholding of tax. [Effective if contingency in Acts 
- 2021, No. 283, § 3 is met.] 


(a)(1) Every employer making payments of wages to employees shall 
deduct and withhold from the employees’ wages an amount determined 
from withholding tables promulgated by the Secretary of the Depart- 
ment of Finance and Administration and furnished to the employer. 

(2) The full amount deducted and withheld from any employee’s 
wages during the income year shall be credited against the tax liability 
of the employee under the Income Tax Act of 1929, § 26-51-101 et seq., 
for that year. 

(b)(1) Notwithstanding the provisions of subsection (a) of this sec- 
tion, every employer who withholds less than one thousand dollars 
($1,000) for a full year’s withholding shall report and remit annually on 
a date specified by the secretary any amounts so withheld by the 
employer. 

(2) An employer shall be advised by the secretary of the employer’s 
classification and shall report as classified until such time as the 
employer advises the secretary in writing that the employer no longer 
has employees or the employer is closing the business. 

(3) However, it shall be the duty of the employer to report to the 
secretary at the end of each income year all wages paid to any such 
employees on the same forms provided in this subchapter for making 
employer annual withholding statements in order that the secretary 
may determine the tax liability, if any, of those employees during that 
income year. 

(c)(1)(A) For purposes of this subchapter, the payment of unemploy- 

ment compensation benefits or unemployment insurance benefits 
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shall be treated as the payment of wages by an employer to an 
employee if: 

(i) The payment is of the type included in “gross income” under 
§ 26-51-404(a)(1)(G) or § 26-51-404(a)(1)(H); and 

(ii) The recipient of the payment has requested that the payment 
be subject to withholding under this subchapter by the agency 
receiving the application for unemployment compensation benefits or 
unemployment insurance benefits. 

(B) The amount to be deducted and withheld from a payment 
under subdivision (c)(1)(A) of this section is four and five-tenths 
percent (4.5%) of the payment. 

(2) A person applying for unemployment compensation benefits or 
unemployment insurance benefits shall be informed by the agency 
receiving the application of the taxability of the unemployment com- 
pensation benefits or unemployment insurance benefits and the option 
to request withholding under this subchapter. 

(3) The recipient of unemployment compensation benefits or unem- 
ployment insurance benefits shall be permitted to change his or her 
previously elected withholding status. 

(4) An agency required to deduct and withhold under this subsection 
is not liable under § 26-51-916 for the amounts required to be deducted 
and withheld. 

(5) This subsection shall not be construed to require the Division of 
Workforce Services to deduct, withhold, or remit any amount under the 
income tax withholding act or the income tax levy of any state other 


than Arkansas. 


History. Acts 1965, No. 132, § 3; 1968 
(1st Ex. Sess.), No. 61, § 1; 1969, No. 122, 
§ 1; 1981, No. 851,§ 1;A.8.A. 1947, § 84- 
2076; 2003, No. 1017, § 2; 2019, No. 910, 
§ 3754; 2021, No. 2838, § 2. 

Publisher’s Notes. For text of section 
effective until the contingency is met, see 
the bound volume. 

Amendments. The 2021 amendment 
added (c). 

Effective Dates. Acts 2021, No. 283, 
§ 3. Contingent effective date clause pro- 
vided: “The withholding allowed under 
this act shall not occur until: 

“(1)(A) The Director of the Division of 
Workforce Services notifies the Secretary 
of the Department of Finance and Admin- 
istration that the Division of Workforce 
Services’ computer technology and infor- 
mation management systems are pre- 
pared to carry out withholding under this 
act; and 


“(B) The withholding program created 
by this act is approved by the United 
States Secretary of Labor or the United 
States Secretary of Labor determines ap- 
proval is not necessary. 

“(2)(A) Upon occurrence of the events 
in subdivision (1) of this section, the Sec- 
retary of the Department of Finance and 
Administration shall make a proclama- 
tion that withholding under this act shall 
begin on the first day of the calendar 
month following the proclamation. 

“(B) Withholding under this act shall 
begin on the first day of the calendar 
month following the secretary’s proclama- 
tion. 

“(3) The director and the Secretary of 
the Department of Finance and Adminis- 
tration shall cooperate to request the 
United States Secretary of Labor’s ap- 
proval of the withholding program created 
under this act.” 
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26-51-920. Casinos — Withholding and reporting. 


(a)(1) Acasino operating under the authority of The Arkansas Casino 
Gaming Amendment of 2018, Arkansas Constitution, Amendment 100, 
that is required to make a return under 26 U.S.C. § 6041, as in effect 
on January 1, 2021, with respect to the payment of gambling winnings 
to a person shall also file a report with the Secretary of the Department 
of Finance and Administration that contains the same information and 
is filed in the same manner as required for the return filed under 26 
U.S.C. § 6041, as in effect on January 1, 2021. 

(2A) The report required under subdivision (a)(1) of this section 

shall be filed electronically with the secretary on or before January 31 

of each year for the preceding calendar year. 

(B) The secretary shall provide a method for casinos to file the 
report required under subdivision (a)(1) of this section electronically. 
(b)(1) Acasino operating under the authority of The Arkansas Casino 

Gaming Amendment of 2018, Arkansas Constitution, Amendment 100, 
and making payments of gambling winnings that are subject either to 
withholding or backup withholding under 26 U.S.C. § 3402, as in effect 
on January 1, 2021, or 26 U.S.C. § 3406, as in effect on January 1, 
2021, shall also withhold Arkansas income tax on the same payments of 
gambling winnings. 

(2) Arkansas income tax shall be withheld from the payment of 
gambling winnings under subdivision (b)(1) of this section at the rate of 
five and nine-tenths percent (5.9%) or the highest income tax rate 
imposed on individual taxpayers under § 26-51-201, whichever is less. 

(3)(A) The amounts withheld by a casino under this subsection shall 

be remitted to the secretary electronically on or before the fifteenth 

day of the month following payment of the gambling winnings by the 
casino. 

(B) The secretary shall provide a method for casinos to report and 
pay amounts withheld under this subsection to the secretary elec- 
tronically. . 


History. Acts 2021, No. 592, § 1. 


SuBCHAPTER 10 — Water Resource CONSERVATION AND DEVELOPMENT 
INCENTIVES ACT 


SECTION. 

26-51-1005. Credit granted — Water im- 
poundments. 

26-51-1007. Credit granted — Surface 
water conversion outsid 
critical areas. ; 

26-51-1008. Credit granted — Surface 
water conversion within 
critical areas. 


SECTION. 

26-51-1009. Credit granted — Land level- 
ing for water conservation. 

26-51-1011. Development, operation, and 
tax credits. 

26-51-1013. Annual compilation of cred- 
its — Expiration of the 
subchapter. 
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Effective Dates. Acts 2021, No. 563, Acts 2021, No. 875; § 6: effective for tax 
§ 2: “Retroactivity. This act applies retro- years beginning on or after January l, 
actively to all projects for which a certifi- 2021. 
cate of tax credit approval was issued on 
or after January 1, 2017.” 


26-51-1005. Credit granted — Water impoundments. 


(a) There shall be allowed a credit against the tax imposed by the 
Income Tax Act of 1929, § 26-51-101 et seq., to an approved applicant 
that constructs and installs or restores water impoundments or water 
control structures of twenty (20) acre-feet or more designed for the 
purpose of storing water to be used primarily for ee commer- 
cial, or industrial purposes. 

(b)(1) The tax credit allowed to each approved applicant shall not 
exceed the lesser of fifty percent (50%) of the project cost incurred or one 
hundred twenty thousand dollars ($120,000). 

(2A) The amount of tax credit allowed to each approved applicant 

per project that may be used for a taxable year shall not exceed the 

lesser of: 

(i) The amount of individual or corporate income tax otherwise 
due; or 

(i) Eighteen thousand dollars ($18,000). 

(B) If the approved applicant is a pass-through entity such as a 
partnership, a limited liability company taxed as a partnership, a 
Subchapter S corporation, or a fiduciary, the amount of tax credit that 
may be used for a taxable year shall not exceed the lesser of: 

(i) The aggregate amount of individual or corporate income tax 
otherwise due by all members of the pass-through entity; or 

(ii) Eighteen thousand dollars ($18,000). 

(3) Any unused credit may be carried over for a maximum of fifteen 
(15) consecutive taxable years following the taxable year in which the 
credit originated. 


History. Acts 1995, No. 341, § 6; 2001, stituted “Eighteen thousand _ dollars 
No. 727, § 2; 2011, No. 631, § 3;2017,No. ($18,000)” for “Nine thousand dollars 
1125, § 1; 2021, No. 875, § 1. ($9,000)” in (b)(2)(A)Gi) and (b)(2)(B)(ii). 

Amendments. The 2021 amendment Effective Dates. Acts 2021, No. 875, 


substituted “one hundred twenty thou-  § 6: effective for tax years beginning on or 
sand dollars ($120,000)” for “ninety thou- after January 1, 2021. 
sand dollars ($90,000)” in (b)(1); and sub- 


26-51-1007. Credit granted — Surface water conversion outside 
critical areas. 


(a) For projects located outside critical groundwater areas, there 
shall be allowed a credit against the tax imposed by the Income Tax Act 
of 1929, § 26-51-101 et seq., to an approved applicant for the reduction 
of groundwater use by substitution of surface water for water used for 
industrial, commercial, agricultural, or recreational purposes. 
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(b)(1) The tax credit allowed to each approved applicant shall not 
exceed the lesser of twenty-five percent (25%) of the project. cost 
incurred or thirty-five thousand dollars ($35,000). 
(2)(A) The amount of tax credit allowed to each approved applicant 
per project that may be used for a taxable year may not exceed the 
lesser of: 

(i) The amount of individual or corporate income tax otherwise 
due; or 

(ii) Eighteen thousand dollars ($18,000). 

(B) If the approved applicant is a pass-through entity such as a 
partnership, a limited liability company taxed as a partnership, a 
Subchapter S corporation, or a fiduciary, the amount of tax credit that 
may be used for a taxable year shall not exceed the lesser of: 

(i) The aggregate amount of individual or corporate income tax 
otherwise due by all members of the pass-through entity; or 

(ii) Eighteen thousand dollars ($18,000). 

(3) Any unused tax credit may be carried over for a maximum of 
fifteen (15) consecutive taxable years following the taxable year in 
which the credit originated. 


History. Acts 1995, No. 341, § 8; 2011, 
No. 631, § 5; 2021, No. 875, § 2. 

Amendments. The 2021 amendment, 
in (b)(1), substituted “twenty-five percent 
(25%)” for “ten percent (10%)” and “thirty- 
five thousand dollars ($35,000) — for 
“twenty-seven thousand dollars 
($27,000); substituted “Eighteen thou- 


sand dollars ($18,000)” for “Nine thou- 
sand dollars ($9,000) in (b)(2)(A)(ii) and 
(b)(2)(B)Gi); and substituted “fifteen (15)” 
for “two (2)” in (b)(3). 

Effective Dates. Acts 2021, No. 875, 
§ 6: effective for tax years beginning on or 
after January 1, 2021. 


26-51-1008. Credit granted — Surface water conversion within 
critical areas. 


(a) For projects located within critical groundwater areas and coun- 
ties contiguous to counties with areas designated as critical ground 
water areas, there shall be allowed a credit against the tax imposed by 
the Income Tax Act of 1929, § 26-51-101 et seq., to an approved 
applicant for the reduction of groundwater use by substitution of 
surface water for water used for industrial, commercial, agricultural, or 
recreational purposes. 

(b)(1) For agricultural or recreational projects, there shall be allowed 
a tax credit to each approved applicant not to exceed the lesser of fifty 
percent (50%) of the project cost incurred or thirty-five thousand dollars 
($35,000). 

(2)(A) The amount of tax credit allowed to each approved applicant 

per project that may be used for a taxable year may not exceed the 

lesser of: 

(i) The amount of individual or corporate income tax otherwise 
due; or 

(ii) Eighteen thousand dollars ($18,000). 
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(B) If the approved applicant is a pass-through entity such as a 
partnership, a limited liability company taxed as a partnership, a 
Subchapter S corporation, or a fiduciary, the amount of tax credit that 
may be used for a taxable year shall not exceed the lesser of: 

(i) The aggregate amount of individual or corporate income tax 
otherwise due by all members of the pass-through entity; or 

(ii) Eighteen thousand dollars ($18,000). 

(3) Any unused tax credit may be carried over for a maximum of 
fifteen (15) consecutive taxable years following the taxable year in 
which the credit originated. 

(c)(1) For industrial or commercial projects, there shall be allowed a 
tax credit to each approved applicant not to exceed the lesser of fifty 
percent (50%) of the project cost incurred or one million dollars 
($1,000,000). 

(2)(A) The amount of tax credit allowed to each approved applicant 

per project that may be used for a taxable year may not exceed the 

lesser of: 

(i) The amount of individual or corporate income tax otherwise 
due; or 

(ii) Two hundred thousand dollars ($200,000). 

(B) If the approved applicant is a pass-through entity such as a 
partnership, a limited liability company taxed as a partnership, a 
Subchapter S corporation, or a fiduciary, the amount of tax credit that 
may be used for a taxable year shall not exceed the lesser of: 

(i) The aggregate amount of individual or corporate income tax 
otherwise due by all members of the pass-through entity; or 

(ii) Eighteen thousand dollars ($18,000). 

(3) Any unused tax credit may be carried over for a maximum of 
fifteen (15) consecutive taxable years following the taxable year in 
which the credit originated. 


History. Acts 1995, No. 341, § 9; 1997, 
No. 421, § 1; 1999, No. 765, § 1; 2011, No. 
631, § 6; 2021, No. 875, § 3. 

Amendments. The 2021 amendment 
inserted “and counties contiguous to coun- 
ties with areas designated as critical 
ground water areas” in (a); substituted 
“thirty-five thousand dollars ($35,000)” 
for “twenty-seven thousand dollars 
($27,000)” in (b)(1); substituted “Eighteen 


thousand dollars ($18,000)” for “Nine 
thousand dollars ($9,000)” in (b)(2)(A)(i), 
(b)(2)(B)Gi), and (c)(2)(B)(ii); substituted 
“fifteen (15)” for “two (2)” in (b)(3); and 
substituted “fifteen (15)” for “four (4)” in 
(c)(3). 

Effective Dates. Acts 2021, No. 875, 
§ 6: effective for tax years beginning on or 
after January 1, 2021. 


26-51-1009. Credit granted — Land leveling for water conserva- 
tion. 


(a) There shall be allowed a credit against the tax imposed by the 
Income Tax Act of 1929, § 26-51-101 et seq., to an approved applicant 
for agricultural land leveling to conserve irrigation water. 
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(b)(1) The tax credit allowed to each approved applicant shall not 
exceed the lesser of twenty-five percent (25%) of the project cost 
incurred or thirty-five thousand dollars ($35,000). 
(2)(A) The amount of tax credit allowed to each approved applicant 
per project that may be used for a taxable year may not exceed the 
lesser of: 

(i) The amount of individual or corporate income tax otherwise 
due; or 

(ii) Eighteen thousand dollars ($18,000). 

(B) If the approved applicant is a pass-through entity such as a 
partnership, a limited liability company taxed as a partnership, a 
Subchapter S corporation, or a fiduciary, the amount of tax credit that 
may be used for a taxable year shall not exceed the lesser of: 

(i) The aggregate amount of individual or corporate income tax 
otherwise due by all members of the pass-through entity; or 

(ii) Eighteen thousand dollars ($18,000). 

(3) Any unused tax credit may be carried over for a maximum of 
fifteen (15) consecutive taxable years following the taxable year in 
which the credit originated. 


History. Acts 1995, No. 341, § 10; 
2011, No. 631, § 7; 2021, No. 875, § 4. 

Amendments. The 2021 amendment, 
in (b)(1), substituted “twenty-five percent 
(25%)” for “ten percent (10%)” and “thirty- 
five thousand dollars ($35,000)” for 
“twenty-seven thousand dollars 
($27,000)”; substituted “Eighteen thou- 


sand dollars ($18,000)” for “Nine thou- 
sand dollars ($9,000)” in (b)(2)(A)Gi) and 
(b)(2)(B)Gi); and substituted “fifteen (15)” 
for “two (2)” in (b)(8). 

Effective Dates. Acts 2021, No. 875, 
§ 6: effective for tax years beginning on or 
after January 1, 2021. 


26-51-1011. Development, operation, and tax credits. 


(a) Project activities shall meet or exceed those standards as estab- 
lished by the Arkansas Natural Resources Commission, and the project 
must be maintained for a minimum life of ten (10) years after issuance 
of a certificate of completion. 

(b) Project costs incurred after issuance of a tax credit approval 
certificate may be claimed for tax credit, subject to other limitations 
contained in this subchapter. 

(c)(1) All projects must be completed within five (5) years of the date 
of the certificate of tax credit approval. 

(2) Ifthe approved applicant does not complete the project within the 
period provided in subdivision (c)(1) of this section, all tax credits 
claimed shall be repaid to the Department of Finance and Administra- 
tion, and the project will be disallowed as a project for tax credit 
purposes. 

(d)(1) If the approved applicant terminates the project prior to 
expiration of the minimum project life, the approved applicant shall 
provide written notification to the commission and the department. In 
addition, the approved applicant shall file an amended tax return and 
repay the amount of tax credit claimed that was not allowable. 
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(2) If the commission determines that the approved applicant has 
terminated the project, it shall notify the department. 

(e)(1) Upon the termination of a project, the approved applicant shall 
not be allowed any further tax credits provided in this subchapter, and 
the department shall recapture the pro rata share of any tax credits 
claimed under this subchapter for the period of termination. 

(2) The pro rata share for recapture of the disallowed tax credits 
shall be determined by dividing the period of time from termination of 
the project until the expiration of the minimum life of the project by the 
required minimum life of the project times the tax credit claimed. 

(f) Notwithstanding the provisions of § 26-18-306, the department 
may make necessary assessments to recapture disallowed tax credits 
for a period of three (3) years from the date of expiration of the 
minimum life of the project. 

(g) For purposes of this subchapter, the recordkeeping provisions of 
§ 26-18-506 requiring an approved applicant to maintain records for 
six (6) years after a return is filed shall be extended to require the 
approved applicant claiming a credit under this subchapter to maintain 
the required records for the required minimum life of the project plus 
three (3) years. 


History. Acts 1995, No. 341, § 12; Effective Dates. Acts 2021, No. 563, 
2011, No. 681, § 9; 2021, No. 568, § 1. § 2: “Retroactivity. This act applies retro- 

Amendments. The 2021 amendment actively to all projects for which a certifi- 
substituted “five (5) years” for “three (3) cate of tax credit approval was issued on 
years” .in (c)(1). or after January 1, 2017.” 


26-51-1013. Annual compilation of credits — Expiration of the 
subchapter. 


(a) The Department of Finance and Administration shall compile the 
total amount of tax credits used pursuant to the provisions of this 
subchapter for each calendar year. 

(b)(1) When the total amount of tax credits used pursuant to the 
provisions of this subchapter exceeds twenty million dollars 
($20,000,000) in any calendar year, the tax credits established by this 
subchapter shall expire on December 31 of the calendar year following 
the calendar year in which the tax credits used pursuant to the 
provisions of this subchapter exceeded twenty million dollars 
($20,000,000). | 

(2) However, any approved applicant issued a certificate of tax credit 
approval on or prior to December 31 may complete the project and shall 
be entitled to the tax credits provided under this subchapter without 
regard to the fact that the availability of the tax credits has otherwise 
expired. 


History. Acts 1995, No. 341, § 14; substituted “twenty million dollars 
1999, No. 765, § 2; 2011, No. 631, § 11; ($20,000,000)” for “ten million dollars 
2021, No. 875, § 5. ~ ($10,000,000)” twice in (b)(1). 

Amendments. The 2021 amendment Effective Dates. Acts 2021, No. 875, 
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§ 6: effective for tax years beginning on or 
after January 1, 2021. 


SUBCHAPTER 15 — ARKANSAS PRIVATE WETLAND AND RIPARIAN ZONE 
CREATION, RESTORATION, AND CONSERVATION Tax Crepits Act 


SECTION. 
26-51-1503. Definitions. 
26-51-1506. Administration. 


26-51-1503. Definitions. 


As used in this subchapter: 

(1) “Application” means a written plan for development and opera- 
tion of the project, including all requirements the Arkansas Natural 
Resources Commission. may adopt by rule; 

(2) “Commission” means the Arkansas Natural Resources Commis- 
sion; 

(3) “Committee” means the Private Wetland and Riparian Zone 
Creation, Restoration, and Conservation Committee; 

(4) “Division” means the Revenue Division of the Department of 
Finance and Administration; 

(5)(A) “Eligible donee” means a qualified Gipaiisston under 26 

U.S.C. § 170(h)(3), as in effect on January 1, 2009, and corresponding 

regulations in 26 C.F.R. § 1.170A-14(c), as in effect on January 1, 

2009. 

(B) A atm bales qualified organization must have adopted 
the Land Trust Alliance Land Trust Standards and Practices, asin 
effect on January 1, 2009; in order to qualify as an “eligible donee”: 
(6) “Eligible donor” means any person or entity that owns a qualified 

real property interest, including without limitation an individual, 
corporation, trust, estate, and partnership or other pass-through legal 
entity; 

(7) “Project” means wetlands or riparian zones created or restored by 
activities for which tax credits are claimed; 

(8) “Project cost” means the actual expenditure for a project, less any 
reimbursement received by the taxpayer from cost-share programs; 

(9) “Qualified. appraisal” means an appraisal in accordance with 26 
C.F.R. § 1.170A-13(c)(3), as in effect on January 1, 2009, and the 
Uniform Standards of Professional Appraisal Practice, as in effect on 
January 1, 2009; 

(10) “Qualified conservation purpose” means a conservation purpose 
as defined by 26 U.S.C. § 170(h)(4), as in effect on January 1, 2009, and 
corresponding regulations in 26 C.F.R. § 1.170A-14(d), as in effect on 
January 1, 2009; 

(11) “Qualified real property interest” means an interest in real 
property located completely in this state and containing wetlands or 
riparian zones, which also meets the definition of a qualified real 
property interest under 26 U.S.C. § 170(h)(2), as in effect on January 1, 
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2009, and the corresponding regulations in 26 C.F.R. § 1.170A-14(b), as 
in effect on January 1, 2009; 
(12) “Riparian zone” means: 

(A) An area of land along the bank of a natural watercourse or 
contiguous to a body of water that is set aside to reduce impacts of 
adjoining land use on the stream or water body; or 

(B) Any other definition promulgated by the Arkansas Natural 
Resources Commission; and 
(13) “Wetlands” means: 

(A) An area that: 

(i) Has water at or near the surface of the ground at some ihe 
during the growing season, wetland hydrology; 

(ii) Contains plants that are adapted to wet habitats, hydrophytic 
vegetation; and 

(iii) Is made up of soils that have developed under wet conditions, 
hydric soils; or 

(B) Any other definition promulgated by the Arkansas Natural 
Resources Commission. 


History. Acts 1995, No. 561, § 3; 1999, Amendments. The 2021 amendment 
No. 1164, § 189; 2009, No. 351, §§ 3, 4; deleted “which is a committee made up of” 
2019, No. 910, § 3261; 2021, No. 483, in (3) at the end of the introductory lan- 
$12 guage; and deleted (3)(A) and (B). 


26-51-1506. Administration. 


(a) There is created the Private Wetland and Riparian Zone Cre- 
ation, Restoration, and Conservation Committee, which is made up of: 

(1) The secretary, director, or their designees, of: 

(A) The Arkansas State Game and Fish Commission; 

(B) The Department of Finance and Administration; 

(C) The Division of Arkansas Heritage; and 

(D) The Division of Environmental Quality; and 
(2)(A) Two (2) public members with expertise in wetlands and 
riparian zone ecology appointed by the Arkansas Natural Resources 
Commission. 

(B) In appointing public members, the Arkansas Natural Re- 
sources Commission should consider the wide variety of interests in 
wetlands and riparian zones. 

(b)(1) The Arkansas Natural Resources Commission is charged with 
the responsibility of promulgating and administering rules related to 
the creation, restoration, and conservation of wetlands and riparian 
zones with the intent of qualifying for the tax credits provided for in this 
subchapter. 

(2) Prior to adoption of any rules under this subchapter, the Arkairil 
sas Natural Resources Commission shall obtain comments on the 
proposed rules from the committee. 

(c)(1) The Arkansas Natural Resources Commission may charge a 
reasonable application fee for the processing of tax credit applications. 
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(2) All fees collected shall be deposited into the Arkansas Water 
Development Fund. 


History. Acts 1995, No. 561, § 5; 2009, Natural Resources Commission” for “com- 
No. 351, § 7; 2021, No. 483, § 18. mission” in (b)(2) and (c)(1); and substi- 

Amendments. The 2021 amendment tuted “committee” for “Private Wetland 
added (a) and redesignated former (a)and and Riparian Zone Creation, Restoration, 
(b) as (b) and (c); substituted “Arkansas and Conservation Committee” in (b)(2). 


SUBCHAPTER 22 — ARKANSAS Historic REHABILITATION INCOME Tax 


Crepir Act 
SECTION. SECTION. 
26-51-2204. Arkansas historic rehabilita- 26-51-2206. Fees. 
tion income tax credit. 26-51-2208. Effective dates. 


26-51-2204. Arkansas historic rehabilitation income tax credit. 


(a)(1) There is allowed an income tax credit up.to the amount of tax 
imposed by the Income Tax Act of 1929, § 26-51-101 et seq., or the 
premium tax to a holder of an Arkansas historic rehabilitation income 
tax credit. 

(2) Beginning March 20, 2015, the income tax credit allowed under 
subdivision (a)(1) of this section is allowed only one (1) time in a 
twenty-four-month period for each eligible property. 

(b) The Arkansas historic rehabilitation income tax credit shall be in 
an amount equal to twenty-five percent (25%) of the total qualified 
rehabilitation expenses incurred by the owner to complete a certified 
rehabilitation up to the first: 

(1)(A) For a project that starts on or after January 1, 2009, five 

hundred thousand dollars ($500,000) of qualified rehabilitation ex- 

penses on income-producing property. 

(B) For a project that starts on or after July 1, 2017, one million six 
hundred thousand dollars ($1,600,000) of qualified rehabilitation 
expenses on income-producing property; or 
(2) One hundred thousand dollars ($100,000) of qualified rehabilita- 

tion expenses on nonincome-producing property. 

(c)(1)(A) The Division of Arkansas Heritage shall only issue Arkan- 

sas historic rehabilitation income tax credits for up to four million 

dollars ($4,000,000) in any one (1) fiscal year. 

(B) Beginning fiscal year 2022, the division shall only issue Arkan- 
sas historic rehabilitation income tax credits for up to eight million 
dollars ($8,000,000) in any one (1) fiscal year. 

(2) Any unused Arkansas historic rehabilitation income tax credits 
shall not be carried over to the following fiscal year for use by the 
division. 

(3) Any certification of completion that would cause the Arkansas 
historic rehabilitation income tax credit to exceed the amounts listed in 
subdivision (c)(1) of this section during the fiscal year will be carried 
forward for consideration during the following fiscal year. 
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(d) The Arkansas historic rehabilitation income tax credit is avail- 
able to an owner of an eligible property that: 

(1) Completes a certified rehabilitation that is placed in-service after 
January 1, 2009; 

(2) Has a minimum investment of: 

(A) Twenty-five thousand dollars ($25,000) in qualified rehabilita- 
tion expenses on income-producing properties, or 

(B) Five thousand dollars ($5,000) in qualified enue REE SE ex- 
penses on nonincome-producing properties; and | 

(3) Is not receiving a tax credit under any other state law for the 
same eligible property. 

(e) Upon completion of a rehabilitation, the owner shall submit 
documentation required by the division to verify that the completed 
rehabilitation qualifies as a certified rehabilitation. 

(f) If the division determines that a rehabilitation qualifies as a 
certified rehabilitation and that the certified rehabilitation is complete, 
the division shall issue a freely transferable certification of completion 
specifying the total amount of the qualified rehabilitation expenses and 
Arkansas historic rehabilitation income tax credit allowed. 

(g)(1) If the owner requests a review of the division determination 
under subsection (f) of this section, the owner shall submit a written 
request for review of the determination. 

(2) The owner shall submit the request in writing to the division 
within thirty (30) days of the date of notification to the owner of the 
determination. 

(h)(1) The owner shall certify to the division the validity of costs and 
expenses claimed as qualified rehabilitation expenses and shall main- 
tain a record supporting the claim for at least five (5) years after the 
issuance of the certification of completion. 

(2) An owner’s record supporting a claim for qualified rehabilitation 
expenses may be reviewed by the division, the appropriate tax collec- 
tion authority, or a holder. 


History. Acts 2009, No. 498, § 1; 2015, Amendments. The 2021 amendment 
No. 567, § 2; 2017, No. 393, § 1;2019, No. redesignated former (c)(1) as (c)(1)(A); and 
470, § 1; 2019, No. 910, §§ 5712, 5713; added (c)(1)(B). 

2021, No. 840, § 1. 


26-51-2206. Fees. 


(a)(1) The Division of Arkansas Heritage may charge a fee to process: 
(A) An application for an Arkansas historic rehabilitation income 
tax credit; and 
(B) A request to record transfers of interests in an Arkansas 
historic rehabilitation income tax credit to other holders. 

(2) The fee for processing an application for an Arkansas historic 
rehabilitation income tax credit shall not exceed two and five-tenths 
percent (2.5%) of the amount of the Arkansas historic rehabilitation 
income tax credit applied for or seventy-five hundredths percent 
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(0.75%) of the amount of the Arkansas historic rehabilitation income 
tax credit transferred, whichever is less. 

(b) A fee collected under this subchapter by the division shall be 
considered cash funds of the division and shall be used for the 
administration: of this subchapter, including without limitation the 
funding of personnel costs expended by the division for the administra- 
tion of this subchapter. | 


History. Acts 2009, No..498, § 1; 2019, added.“including without limitation the 
No. 910, §§ 5715, 5716; 2021, No. 840,. funding of personnel costs expended by 
~ 28 . the division for the administration of this 

Amendments. The 2021 amendment subchapter” in (b). 


26-51-2208. Effective dates. 


This subchapter is effective for tax years beginning on or after 
January 1, 2009, and ending on or before December 31, 2037. 


History. Acts 2015, No. 567, § 3; 2021, substituted “December 31, 2037” for “De- 
No. 840, § 3. cember 31, 2027”. 
Amendments. The 2021. amendment 


SUBCHAPTER 25 — Income Tax Rerunp CHECK-OFF AND CONTRIBUTION 
PROGRAMS 


SECTION. 

26-51-2509. Contribution to Arkansas 
Brighter Future Fund 

Plan account. 

26-51-2511. Law Enforcement Family Re- 
hef Check-off Program. 
[Effective January l, 
2022.] 


Effective Dates. Acts 2021, No. 765, § 
5: “This act is effective for tax years begin- 
ning on and after January 1, 2022.” 


26-51-2509. Contribution to Arkansas Brighter Future Fund 
Plan account. 


(a)(1) The Revenue Division of the Department of Finance and 
Administration shall include on the Arkansas individual income tax 
forms, including those forms on which a husband and wife file sepa- 
rately on the same form, a designation as follows: | 
“If you are entitled to a refund, check if you wish to designate [ ] $25, 
[ ] $50, [ ] $100, [ ] (write in amount) or [. ]-all of your tax 
refund to an Arkansas Brighter Future Fund Plan account. Your refund 
will be reduced by this amount.” 
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(2) The Arkansas Brighter Future Fund Plan account must already be 
in existence at the time the election in subdivision (a)(1) of this section is 
made, and the pertinent information regarding the Arkansas Brighter 
Future Fund Plan account must be provided to the Department of Finance 
and Administration so that the deposit can be correctly made. 

(b) The Arkansas Brighter Future Fund Plan check-off program on 
state income tax returns shall be effective beginning with the returns 
for the 2009 tax year and each subsequent tax year. 

(c) The Secretary of the Department of Finance and Administration 
shall promulgate rules and develop all income tax forms, returns, and 
schedules necessary to implement this section. 


History. Acts 2009, No. 211, § 1; 2019, Fund Plan” for “Arkansas Tax-Deferred 
No. 910, § 3814; 2021, No. 966, § 26. Tuition Savings Program” throughout the 
Amendments. The 2021 amendment section. 
substituted “Arkansas Brighter Future 


26-51-2511. Law Enforcement Family Relief Check-off Program. 
[Effective January 1, 2022.] 


(a)(1) There is created the Law Enforcement Family Relief Check-off 
Program. 

(2) It is the purpose of this section to provide a means by which an 
individual taxpayer may designate a portion or all of his or her income tax 
refund to be withheld and contributed for the purposes stated in this section. 

(b) The Secretary of the Department of Finance and Administration 
shall: 

(1) Include on the Arkansas individual income tax forms, including 
those forms on which a husband and wife file separately on the same 
form and on all corporate income tax forms, a designation as follows: 

“(A) If you are entitled to a refund, check if you wish to designate 

] $1, [] $5, [] $10, [ ] $20, [] $ (write in amount), or [ ] all 
refund due of your tax refund for the Law Enforcement Family Relief 

Check-off Program. Your refund will be reduced by this amount. 

(B) If you owe an additional amount, check if you wish to contrib- 
ute an additional [ ] $1, [ ] $5, [] $10, [ ] $20, [1 $ (write in 
amount) for the Law Enforcement Family Relief Check-off Program. 
If you wish to make a contribution to the program, you must enclose 
a separate check for the amount of your contribution, payable to the 
Law Enforcement Family Relief Check-off Program.”; 

(2) Certify quarterly to the Treasurer of State the amount contrib- 
uted to the Law Enforcement Family Relief Check-off Program through 
this state income tax check-off during the quarter as authorized by this 
section; and 

(3) Promulgate all rules and all income tax forms, returns, and 
schedules necessary to carry out the Law Enforcement Family Relief 
Check-off Program under this section. 

(c) Upon receiving the quarterly certification under subdivision (b)(2) 
of this section, the Treasurer of State shall: 

(1) Deduct from the: 
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(A) Individual Income Tax Withholding Fund the amount certified 
by the Secretary of the Department of Finance and Administration as 
contributed to the Law Enforcement Family Relief Check-off Pro- 
gram on individual income tax forms; and 
(B) Corporate Income Tax Withholding Fund the amount certified 
by the Secretary of the Department of Finance and Administration as 
contributed ‘to the Law Enforcement Family Relief Check-off Pro- 
gram on corporate income tax forms; and 
(2) Credit the amount certified each quarter under subdivision (b)(2) 
of this section to the Law Enforcement Family Relief Trust Fund. 

(d)(1) The Secretary of the Department of Public Safety or his or her 
designee shall use the funds in the Law Enforcement Family Relief 
Trust Fund to provide financial assistance to the family of an Arkansas- 
certified law enforcement officer who is: 

(A) Killed in the line of duty; or 

(B) Diagnosed by a medical professional with a terminal illness. 
(2) The eligibility criteria for receiving grants under the Law En- 

forcement Family Relief Check-off Program shall include without 
limitation: 

(A) The need of the family; 

(B) The salary of the Arkansas-certified law Seroreanient officer; 
and 

(C) Any other factors that establish the family’s financial hard- 
ship. 

(3) The Secretary of the Department of Public Safety may: 

(A) Accept any gifts, grants, bequests, devises, and donations 
made to the State of Arkansas for the purpose of funding the Law 
Enforcement Family Relief Check-off Program; and 

(B) Deposit any gifts, grants, bequests, devises, and donations 
received under this section into the Law Enforcement Family Relief 
Trust Fund. 

(4) The Secretary of the Department of Public Safety shall promul- 
gate all rules necessary to implement the grant program created under 
this section. 


History. Acts 2021, No. 765, § 2. § 5: “This act is effective for tax years 
Effective Dates. Acts 2021, No. 765, beginning on and after January 1, 2022.” 


SuBCHAPTER 27 — ARKANSAS Woop ENERGY PRODUCTS AND ForREST 
MAINTENANCE INCOME Tax CREDIT 


SECTION. | SECTION. 

26-51-2701. Title. 26-51-2704. Arkansas wood energy. prod- 

26-51-2702. Legislative purpose and in- ucts and forest mainte- 
tent. nance income tax credit. 


26-51-2703. Definitions. 


26-51-2701 


A.C.R.C. Notes. Acts 2021, No. 594, 
§ 1, provided: “Title: This act shall be 
known and may be. cited as the ‘Logging 
and Wood Fiber Transportation Job Cre- 
ation Incentive Act’.” 

Acts 2021, No. 594, § 2, provided: “Leg- 
islative findings. The General Assembly 
finds that: 

“(1) Arkansas is a timber-rich state 
with over one-half (14) of the total area of 
the state, or nineteen million (19,000,000) 
acres, as forestland; 

“(2) In the southern United States, Ar- 
kansas ranks first for the number of hard- 
wood seedlings grown and fourth for the 
number of total seedlings grown; 

“(3) Approximately one (1) in every 
eight (8) Arkansans, equating to about 
three hundred forty-five thousand 
(345,000) Arkansans, own forestland; 

“(4) The forest products industry in Ar- 
kansas provides more than twenty-eight 
thousand (28,000) jobs, largely in rural 
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areas; 

“(5) Though the state is rich in timber, 
the growth of the Arkansas pine forest 
currently exceeds harvest by eleven mil- 


~ lion (11,000,000) tons per year; 


“(6) The unharvested Arkansas timber 
causes innumerable potential jobs to be 
unfulfilled and the loss of state and local 
tax revenue and other economic revenue; 
and 

“(7) In order to attract industry to use 
the available fiber resources, support 
healthy timberland, encourage capital in- 
vestment in the Arkansas timber indus- 
try, and provide well-paying jobs, the cre- 
ation of a logging and wood _ fiber 
transportation job creation income tax 
credit should be established.” 

Effective Dates. Acts 2021, No. 594, 
§ 5: “Sections 1-4 of this act are effective 
for tax years beginning on or after Janu- 
ary 1, 2021.” 


This subchapter shall be known and may be cited as the “Arkansas 
Wood Energy Products and Forest Maintenance Income Tax Credit”. 


History. Acts 2021, No. 594, § 4. 
Effective Dates. Acts 2021, No. 594, 
§ 5: “Sections 1-4 of this act are effective 


for tax years beginning on or after Janu- 
ary 1, 2021.” 


26-51-2702. Legislative purpose and intent. 


The purpose and intent of this subchapter is to increase capacity in 
the state for the use of sawmill residuals, including sawdust and wood 
chips, thinnings to maintain a healthy forest, unwanted treetops, and 
damaged or diseased trees not wanted by sawmills. 


History. Acts 2021, No. 594, § 4. 
Effective Dates. Acts 2021, No. 594, 
§ 5: “Sections 1-4 of this act are effective 


26-51-2703. Definitions. 


As used in this subchapter: 
(1) “Cost” means: 


for tax years beginning on or after Janu- 
ary 1, 2021.” x 


(A) In the case of a transfer of title or a lease agreement that is 
treated as a purchase by a lessee for Arkansas income tax purposes, 
the amount of the purchase price; and 

(B) In the case of a lease that is not a lease agreement that is 
treated as a purchase by a lessee for Arkansas income tax purposes 
but that otherwise qualifies as a purchase under this section, the 
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amount of lease payments due to be paid during the term of the lease 

after deducting any portion of the lease payments attributable to 

interest, insurance, and taxes; 

(2) “Incentive agreement” means an agreement entered into by a 
business and the Arkansas Economic Development Commission to 
provide the business an incentive to locate a new qualified wood energy 
products and forest maintenance project or expand an existing qualified 
wood energy products and forest maintenance project in Arkansas; 

(3)(A) “New full-time permanent employee” means a position or job 

that: 

(i) Is created pursuant to an executed incentive agreement; 

(ii) Is filled by one (1) or more employees or contractual employees 
who: 

(a) Were Arkansas taxpayers during the year in which the tax 
credits or incentives were earned; 

(b)(1) Work at the facility identified in the incentive agreement. 

(2) New employees of the taxpayer that enters into the incentive 
agreement who do not work at the facility may be counted if they: 

(A) Otherwise meet the definition of a new full-time permanent 
employee; | 

(B). Are subject to the Arkansas Income Tax Withholding Act of 
1965, § 26-51-901 et seq.; 

(C) Meet an average hourly wage threshold equal to or greater 
than the state average hourly wage for the preceding calendar year; 
and 

(D) Are verified by reports and methods established as required by 
the incentive agreement; and _ 

(c)(1) Are not employees hired by a business before the date the 
incentive agreement was executed unless: 

(A) The position or job filled by the existing employee was created 
in accordance with the incentive agreement; and 

(B) The position vacated by the existing employee was either filled 
by a subsequent employee or no subsequent employee will be hired 
because the business no longer conducts the particular business 
activity requiring that classification. 

(2) If the Director of the Arkansas Economic Development Com- 
mission and the Secretary of the Department of Finance and Admin- 
istration find that a significant impairment of Arkansas job opportu- 
nities for existing employees will otherwise occur, they may jointly 
authorize the counting of existing employees as new full-time perma- 
nent employees; and 

(iii) Has been filled for at least twenty-six (26) consecutive weeks 
with an average of at least thirty (30) hours worked per week. 

(B) “New full-time permanent employee” includes a contractual 
employee who works at the facility identified in the incentive agree- 
ment only if the contractual employee is offered a benefits package 
comparable to a direct employee of the business seeking incentives 
under this subchapter; 
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(4) “Purchase” means: 

(A) A transaction under which title to an item is transferred for 
consideration; or 

(B) A lease contract that is entered into for a period of at least 
three (3) years regardless of whether title to the item is transferred at 
the end of the period; 

(5) “Qualified wood energy products and forest maintenance project” 
means a project specified in the incentive agreement to include one (1) 
or more Arkansas facilities in the same ownership group: 

(A) For which the taxpayer commenced construction by the date 
specified in the incentive agreement, but no earlier than January 1, 
2020; 

(B) That supports the Arkansas timber industry by using low- 
value wood, including without limitation sawmill residuals, un- 
wanted treetops, and damaged or diseased trees, to produce high- 
efficiency, high-energy wood energy products; 

(C) In which the taxpayer has a total investment in excess of fifty 
million dollars ($50,000,000); 

(D) That is undertaken by a taxpayer who has entered into an 
incentive agreement with the State of Arkansas in which the tax- 
payer commits to creating at least one hundred (100) net new 
full-time permanent employees with an average annual wage of at 
least sixty thousand dollars ($60,000); 

(EK) That will provide a positive cost-benefit analysis to the state as 
determined by the commission and the Office of Economic Analysis 
and Tax Research; 

(F) That is certified as having a closing date before December 31, 
2023, for all facilities, by which the taxpayer has certified and the 
state has verified that necessary capital acquisition and borrowing 
for the facilities has occurred to ensure that funds will be available to: 

(i) Secure a site for the facilities; 

(ii) Obtain engineering services for the facilities; 

(iii) Purchase equipment for the facilities; and 

(iv) Commence construction on the facilities; and 

(G) That is undertaken by a taxpayer that has elected by agree- 
ment with the State of Arkansas for the taxpayer’s facilities to be 
classified as a qualified wood energy products and forest maintenance 
project; and 
(6)(A) “Wood energy products equipment” means: 

(i) New or used machinery or equipment located in Arkansas on 
the last day of the taxable year that is operated or used exclusively in 
Arkansas to collect, separate, treat, pulverize, dry, modify, or convert 
wood fiber so the resulting product may be used as a raw material, for 
productive energy use, or to manufacture other materials; 

(ii) Devices that are directly connected with or are an integral and 
necessary part of machinery or equipment operated or used exclu- 
sively in Arkansas to collect, separate, treat, pulverize, dry, modify, or 
convert wood fiber and are necessary for the collection, separation, 
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treatment, pulverization, drying, modification, or manufacturing of 
wood fiber; 

(iii) Equipment that produces energy with wood power; and 

(iv) A device that is directly connected with or is an integral and 
necessary part of machinery or equipment operated or used exclu- 
sively in Arkansas to produce energy with wood power. 

(B) “Wood energy products equipment” does not include a vehicle 
or trailer that is licensed or that normally would be licensed for use 
on highways in Arkansas. 


History. Acts 2021, No. 594, § 4. for tax years beginning on or after Janu- 
Effective Dates. Acts 2021, No. 594, ary 1, 2021.” 
§ 5: “Sections 1-4 of this act are effective 


26-51-2704. Arkansas wood energy products and forest mainte- 
nance income tax credit. 


(a) There is allowed a tax credit against the tax imposed by this 
chapter in an amount equal to thirty percent (30%) of the costs of wood 
energy products equipment purchased for use in Arkansas after the 
date specified in the incentive agreement by a taxpayer that: 

(1) Is engaged in the business of collecting, separating, treating, 
pulverizing, drying, modifying, or manufacturing wood energy prod- 
ucts; and 

(2) Has been certified as owning a qualified wood energy products 
and forest maintenance project. 

(b)(1) If a tax credit is allowed under this section and, as of the end 
of the taxable year in which the tax credit is first allowed, the taxpayer 
does not have a public retirement system of the State of Arkansas as a 
proprietor, partner member, shareholder, or holding an interest, the 
lesser of five million dollars ($5,000,000) or the amount of income tax 
due by the taxpayer may be claimed each year. 

(2)(A) Any unused tax credit that cannot be claimed in a tax year 

under subdivision (b)(1) of this section may be carried forward 

indefinitely to apply the unused tax credit to future tax liability. 

(B) Beginning July 1, 2021, and by July 15 of each subsequent 
year, a taxpayer shall provide notice to the Department of Finance 
and Administration of the amount of tax credits, including without 
limitation tax credits the taxpayer expects will receive certification 
during the fiscal year by the Department of Energy and Environ- 
ment, subject to the limitation in subdivision (b)(1) of this section, 
that will be sold or transferred for value. 

(c)(1) If at the time of the execution of the incentive agreement the 
taxpayer that owns a qualified wood energy products and forest 
maintenance project is a proprietorship, partnership, limited liability 
company, or other business organization and any portion of the tax 
credits allowed under this section would be apportioned to a public 
retirement system of the State of Arkansas as proprietor, partner, 
member, or shareholder of the taxpayer, the public retirement system 
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shall have the possession and control of all tax credits, including 
without limitation any tax credits allowed under this section and 
otherwise apportioned to the other proprietors, partners, members, 
shareholders, or beneficiaries. 

(2) The possession and control of tax credits by a public retirement 
system under this subsection shall be confirmed in writing by the office 
of the Department of Finance and Administration charged with the 
administration of the tax credits allowed under this section. 

(3) A public retirement system that has possession and control of tax 
credits under this subsection shall sell or transfer for value the tax 
credits allowed under this section to the State of Arkansas for eighty 
percent (80%) of the face value in lieu of the right of a proprietor, 
partner, member, shareholder, or beneficiary of the qualified wood 
energy products and forest maintenance project to claim the tax credits 
as otherwise allowed under applicable state law. 

(4) Subject to the total tax credit allowed under this section for a 
qualified wood energy products and forest maintenance project, the 
maximum amount of tax credits allowed under an incentive agreement 
between the taxpayer and the state, and the annual transfer by the 
Arkansas Economic Development Commission as agreed by the state 
and the taxpayer, no more than five million dollars ($5,000,000) of the 
tax credits in the possession and control of the public retirement system 
with respect to a qualified wood energy products and forest mainte- 
nance project under this subsection may be sold or transferred each 
year. 

(5) Any unused tax credit that cannot be sold or transferred in a tax 
year by the operation of subdivision (c)(4) of this section may be carried 
forward indefinitely to be sold or transferred by future operation of 
subdivision (c)(4) of this section. 

(6) Beginning July 1, 2021, by July 15 of each year, a public 
retirement system with possession and control of tax credits under this 
subsection shall provide notice to the Department of Finance and 
Administration of the amount of tax credits, including without limita- 
tion tax credits the public retirement system expects will receive 
certification during the fiscal year by the Department of Energy and 
Environment, subject to the limitation in subdivision (c)(4) of this 
section, to be sold or transferred for value. 

(7)(A) The State of Arkansas shall pay the purchase price equal to 

eighty percent (80%) of the face value of all the tax credits included in 

the notice required under subdivision (c)(6) of this section on or before 

June 30 of the calendar year following the calendar year in which the 

notice was provided for all tax credits certified by the Department of 

Energy and Environment by warrant from the Economic Develop- 

ment Incentive Fund funded by a transfer from general revenue. 

(B) Tax credits under this subsection sold or transferred for value 
to the State of Arkansas are extinguished upon payment of the 
purchase price as if claimed against the tax imposed by this chapter. 
(C)G) In the event the State of Arkansas fails to timely pay the 
purchase price required under subdivision (c)(7)(A) of this section for 
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the tax credits included in the notice required under subdivision (c)(6) 

of this section, the public retirement system may, before the end of 

the taxable year following the taxable year in which failure to pay 
occurs, sell or transfer for value such tax credits to one (1) or more 
persons. 

(11) The person or persons to whom the tax credits are sold or 
transferred under subdivision (c)(7)(C)(i) of this section may claim 
the tax credits in accordance with applicable law. 

(iii) Any tax credits sold or transferred for value under subdivision 
(c)(7)(C)G) of this section shall not expire before the end of the third 
taxable year following the year in which the tax credits were sold or 
transferred for value under this section. 

(D) The sale or transfer of tax credits under this subdivision (c)(7) 
shall be confirmed in writing by the office of the Department of 
Finance and Administration charged with the administration of the 
tax credit allowed under this section. 

(d) A tax credit under this section shall not be authorized without: 

(1) A cost-benefit analysis, including without limitation an analysis 
of other incentives offered by the State of Arkansas with respect to the 
qualified wood energy products and forest maintenance project subject 
to the tax credit, as certified by the Director of the Arkansas Economic 
Development Commission in consultation with the Chief Fiscal Officer 
of the State; and 

(2) An incentive agreement with performance criteria and clawback 
provisions as required under subsection (e) of this section. 

(e) The issuance, sale, and transfer of a tax credit authorized under 
this section shall be subject to an incentive agreement with perfor- 
mance criteria and clawback provisions between the taxpayer and the 
commission that: 

(1)(A) Is subject to the approval of the Chief Fiscal Officer of the 

State to ensure that the cost-benefit analysis required under subsec- 

tion (d) of this section is met and maintained for a test period that is 

the longer of the life of the tax credits or twelve (12) years, subject to 
the limitation stated in subdivision (e)(1)(B) of this section. 

(B) The test period described in subdivision (e)(1)(A) of this section 

- shall not be longer than fifteen (15) years; and 

(2) Shall include without limitation the: 

(A) Capital investment for the qualified wood energy products and 
forest maintenance project; 

(B) New full-time permanent employee positions created by the 
qualified wood energy products and forest maintenance project; 

(C) Annual salary requirements for the new full-time permanent 
employee positions created by the qualified wood energy products and 
forest maintenance project; 

(D) Timeline for fulfilling the investment of job creation targets 
stated in the performance and clawback agreement; and 

(E) Conditions for the clawback provisions, which are triggered if, 
during the test period stated in subdivision (e)(1) of this section, the 
taxpayer: 
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(i) Does not meet the required targets of the qualified wood energy 
products and forest maintenance project related to capital invest- 
ment, job creation, timeline, or annual salary amounts; or 

(ii) Fails to maintain a positive cost-benefit analysis. 


History. Acts 2021, No. 594, § 4. for tax years beginning on or after Janu- 
Effective Dates. Acts 2021, No. 594, ary 1, 2021.” 
§ 5: “Sections 1-4 of this act are effective 


SuBCHAPTER 28 — Rarroap MopernizaTIon Act or 2021 


SECTION. SECTION. 
26-51-2801. Title. 26-51-2803. Tax credit — Transferability. 
26-51-2802. Definitions. 26-51-2804. Rules. 


Effective Dates. Acts 2021, No. 967, 
§ 2: effective for tax years beginning on or 
after January 1, 2021. 


26-51-2801. Title. 


This subchapter shall be known and may be cited as the “Railroad 
Modernization Act of 2021”. 


History. Acts 2021, No. 967, § 1. § 2: effective for tax years beginning on or 
Effective Dates. Acts 2021, No. 967, after January 1, 2021. 


26-51-2802. Definitions. 


As used in this subchapter: 

(1) “Eligible taxpayer” means a railroad that is classified as a Class 
II or Class III railroad by the United States Surface Transportation 
Board; and | 

(2) “Railroad track maintenance expenditures” means gross expen- 
ditures for maintenance, reconstruction, or replacement of railroad 
track, including without limitation roadbed, bridges, industrial leads 
and side track, and related track structures, to the extent the expen- 
ditures are on railroad track that: 

(A) Is located in the state; 
(B) Is owned or leased by an eligible taxpayer; and 
(C) Existed as of July 28, 2021. 


History. Acts 2021, No. 967, § 1. § 2: effective for tax years beginning on or 
Effective Dates. Acts 2021, No. 967, after January 1, 2021. 


26-51-2803. Tax credit — Transferability. 


(a)(1) Subject to the limitation stated in subdivision (a)(2) of this 
section, there is allowed an income tax credit against the income tax 
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imposed by this chapter in an amount equal to fifty percent (50%) of an 
eligible taxpayer’s railroad track maintenance expenditures. 

(2) The amount of the income tax credit allowed an eligible taxpayer 
under this subsection shall not exceed the product of: 

(A) Five thousand dollars ($5,000); and 

(B) The number of miles of railroad track owned or leased within 
the state by the eligible taxpayer at the close of the taxable year. 
(b) The amount of the income tax credit under this section that may 

be claimed by a taxpayer in a tax year shall not exceed the amount of 
income tax due by the taxpayer. 

(c) Any unused income tax credit under this section may be carried 
forward for five (5) consecutive tax years following the tax year in which 
the income tax credit was earned. 

(d)(1) The income tax credit allowed under this section may be 
transferred: 

(A) By written agreement to a taxpayer subject to the income tax 
imposed by this chapter; and 

(B) At any time during the five (5) years following the year the 
income tax credit was originally earned by the eligible taxpayer. 

(2) The written agreement required for a transfer under this subsec- 
tion shall: 

(A) Be filed jointly by the transferor and the transferee with the 
Department of Finance and Administration within thirty (30) days of 
the transfer; and 

(B) Contain the following information: 

(i) The name, address, and taxpayer identification number for the 
transferor and the transferee; 

(ii) The amount of the income tax credit being transferred; 

(iii) The year the income tax credit was originally earned by the 
eligible taxpayer under this section; and 

(iv) The remaining tax years for which the income tax credit may 
be claimed. 


History. Acts 2021, No. 967, § 1. § 2: effective for tax years beginning on or 
Effective Dates. Acts 2021, No. 967, after January 1, 2021. 


26-51-2804. Rules. 


(a) The Department of Finance and Administration may adopt rules 
to implement and administer this subchapter and to enable the 
certification of the income tax credit amount earned by each eligible 
taxpayer. 

(b) The Department of Commerce shall adopt rules to: 

(1) Permit verification of an eligible taxpayer’s railroad track main- 
tenance expenditures for purposes of claiming the income tax credit 
allowed under this subchapter; 

(2) Provide for the approval of railroad track maintenance expendi- 
tures before a project commences; and 
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(3)(A) Provide for a certificate of verification upon the completion of 
a project that uses railroad track maintenance expenditures. 

(B) The certificate of verification provided for by rule under this 
subsection shall satisfy all requirements of the Department of Fi- 
nance and Administration pertaining to the eligibility of the person 
claiming an income tax credit under this subchapter. 


History. Acts 2021, No. 967, § 1. § 2: effective for tax years beginning on or 
Effective Dates. Acts 2021, No. 967, after January 1, 2021. 








